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A fine car made even finer 










An amazing number of people buy Pontiacs 
time and again—for they have learned that 
Pontiac gives them precisely what they want. 
They know that, year after year, Pontiac is 
always beautiful—always individual in appear- 


ance. They know it is always easy to drive, 





always comfortable, always safe. They know 
it is unsurpassed for dependability. 

They know, too, that many new things will be 
brought first to the low-price field by Pontiac. 
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Thousands Won't Look At Another Car? 


This year, Pontiac offers the great General 
Motors Hydra-Matie Drive*—and it is the 
world’s lowest-priced car to provide this sen- 
sational contribution to safety, driving ease 
and sparkling performance. 


Yes—this year, or any other year—you would 
be wise to choose a Pontiac. For once you own 
a Pontiac, we feel sure you will join the 
thousands who don’t even look at another car! 
Models Illustrated: De Luxe Streamliner 4-Door Sedan and De Luxe 


Streamliner Sedan Coupe. *GM Hydra-Matic Drive and white 
sidewall tires optional at additional cost on all models. 
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Who determines jobs and wages? 


F WORKMEN were paid in the goods they 
produce (instead of in money) we would have 
industrial peace, greater production, lower prices. 


A workman would assemble everything he 
poduced in a day and parcel out: 


—some of it to pay for the raw materials he 
had used. 


-a small amount as rent for the factory in which 
he worked. 


-a small amount to management for securing 
the materials, obtaining the factory, selling his 
output, keeping the whole operation going. 


-—a larger amount for taxes. 


-a small amount to pay for the modern tools 
without which he couldn’t produce at all. 


-—a very small amount (so small he could hardly 
see it) as wages for the money which made 
possible the factory, tools and materials. 


The rest of his production the workman would 
ell, and that would be his pay. 


Then you’d see efficient production go up, be- 
cuse the more production, the more left for pay. 


Then you’d see workers demand more 





modern tools, and use them to best possible 
advantage. 


But this zs the way business really works right 
now. You do get paid (and you cam be paid only) 
out of what you produce. The more goods you 
produce efficiently, the more you are worth. And 
as your efficiency goes up, the cost of what you 
make goes down, so that everybody benefits 
in lower prices. 


It’s just that simple: if you want lower prices, 
a steady job and more pay, you start with mofe 
efficient production. -And there’s no other way. 
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SOVIET’S STRATEGV......... ‘ints ee 
Behind closed doors in Moscow the “cold 
war” has been running a fever. While 
the world tries to chart progress by the 
smiles of diplomats, the major puzzle 
remains Premier Stalin. What is he try- 
ing to do? What does he want in Berlin? 
This article reports on the basic aims of 
the powers in relation to Russia. 


CHANCES IN DRAFT...............06.+.52 P.14 
Youths who will be asked to serve in 
Uncle Sam’s forces are largely these: 
Men physically fit, unmarried, their 
schooling finished, with no special skills, 
without dependents. 


NAVY-AIR RIVALRY........ Sbeatenrcesaeete P.16 
Who does what in the next war has final- 
ly been decided. Air Force is to manage 
strategic air warfare. Navy is to control 
antisubmarine warfare. That’s official. 
But there still is room for argument. The 
future of giant aircraft carriers has yet 
to be decided. 


DECLINE OF THE BOSSEG...... cocenee P.18 
Big-city political machines, once con- 
sidered unbeatable, are in the doldrums. 
Their votes, a big factor in past Demo- 
cratic victories, are fading. That means 
more trouble for Mr. Truman. 


AMERICANS’ BIG WORRIEG.......... P. 20 
Not war, not international relations, not 
strikes. Personal problems worry Amer- 


icans most. Here is a report by U.S. 
News & World Report on Americans as 
seen in complaints they send Congress- 
men. 


FASTEST INCOME RISES................ P. 21 
Incomes in all U.S. regions still are ris- 
ing, but the Northwest shows biggest 
gains. Other farm areas also are well off. 
Biggest markets for goods, however, re- 
main heavily settled sections of the 
country—New York, Illinois, California. 


News within the News 





LAST-DITCH FIGHT OF CHIANG....P. 24 
Drastic action is being taken against 
China’s economic distress, If President 
Chiang’s measures fail, China faces col- 
lapse. If they succeed, the Nationalists 
will have a new chance to deal with the 
political crisis caused by Communist 
pressure from the North, 


CANADA’S PRICE BATTLE........ Ree ao, 
Postwar inflation has hit Canada with less 
force than it has the U.S. Price controls 
still are in effect. Other measures are in 
reserve, But inflation in the U.S. is put- 
ting strong pressure on Canada, Here is 
the story of our Northern neighbor. 


RISING ANGER IN MEXICO.......... P. 28 
High prices have brought serious troubles 
in Mexico, Disorders have started that 
might lead to serious strikes and rioting. 
Price squeeze is making life almost im- 
possible for many Mexicans. Explained 
in this article is the situation below 
the border. 
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MORE THAN 200,000 


TELEPHONE EMPLOYEES 


ARE BUYING TELEPHONE STOCK 


; work for the Telephone Company 


and they are buying American Telephone 
and ‘l'clegraph Company stock through 
regular payments out of wages — in ac- 


cordance with a special company offer. 


‘They are your friends and neighbors in 
the telephone business — home town folks 
who may live right next door or across the 


street. You'll find them in countless cities, 


towns and rural areas throughout the 
United States. They are acquiring a stake 
in the business. 

These men and women employees are 
part of the capitalists — hundreds of thou- 
sands of them from all walks of life — 
whose savings make it possible for America 
to have the finest telephone service in the 


world. 


BELL TELEPHONE SYSTEM 
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The campaign. President Truman ready 
to open the presidential campaign with a 
series of Labor Day speeches in Detroit 
and other Michigan cities . . . Governor 
Thomas E. Dewey still holding his fire. 

The President, tanned, rested and con- 
fident after a vacation cruise on the presi- 
dential yacht, meeting with campaign 
advisers . . . Democratic strategists look- 
ing to their vice-presidential nominee, 
Senator Alben W. Barkley, for much of 
the tough campaigning . . . The Demo- 
cratic Speakers Bureau counting on all 
Cabinet members except Secretary of 
State George Marshall for campaign 
speeches. 

Mr. Dewey attending to New York af- 
fairs in Albany . The Governor 
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STALIN: His portrait is homebound ... 


slapping back at those who have criti- 
cized his record on public education . . . 
A Republican spokesman saying Mr. 
Dewey and Governor Earl Warren of 
California, the vice-presidential nominee, 
agree on issues, but sometimes differ on 
approaches Republican strategists 
considering a short, hard-hitting cam- 
paign, with alert watching for any Tru- 
man blunders. 

William Green, president of the Ameri- 
can Federation of Labor, saying the AFL 
will not endorse any presidential candi- 
date, that the presidential contest does 
not make much difference and the AFL 
will concentrate on beating Congressmen 
who voted for the Taft-Hartley law .. . 
Most AFL unions arranging individually 
to back Mr. Truman. 

Incumbent Congressmen, including 
John Rankin, winning renomination with 
ease in New York and Mississippi 
Several left-wing candidates, bucking the 
machines, beaten in New York City’s 
light voting. 

Missouri officials rejecting third-party 
pleas to put Henry Wallace on the ballot 
in that State . . . The Wallaceites appeal- 
ing to the courts... Mr. Wallace asserting 
his new party is here to stay. 


The March of the News__ 


Spies. The House Un-American Agi 
ties Committee planning new disclosys 
in its Communist, Russian-spy hunt __ 
The Committee wondering how to bm 
ceed in the “you're a liar” conflict betwee 
Alger Hiss, former high Government oft 
cial, and Whittaker Chambers, form, 
Communist Mr. Hiss indignant) 
denying he ever was a Communist . . 
Mr. Chambers as firmly insisting that }; 
knew Mr. Hiss to have been a party mep. 
ber Arguments and disputes ov 
which one is telling the truth. 


Capital parade. Defense Secretay 
James V. Forrestal appealing to the sep; 
ices to forget their rivalries, assurig; 
them that no one branch scored a victoy 
in the merger .. . Mr. Forrestal indicatiyg 
he will ask next Congress to raise servi 
pay in all branches . . . Immigration a 
thorities preparing to receive first ship 
load of displaced persons in October, 


World affairs. Moving day at the Ru 
sian consulates A big. portrait ¢ 
Joseph Stalin and his lieutenants going 
for a ride on a truck . . . Consular officias 


aaa <|[ es ee Ld a ee 
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. .. TEACHER: She jumped and remainet 


stonily taking their departure, acidly te! 
ing reporters “no comment.” . . . Ms 
Oksana Kasenkina, whose abduction fro 
an anti-Communist Russian farm resi 
was the cause of it all, telling her sto 
from her hospital bed . . . Mrs, Kasenki 
asserting she jumped from a window | 
the Russian consulate not in a. suid 
attempt but in an effort to escape ft! 
the Russians, to avoid being sent back' 
the Soviet Union, where her husband hi 
been taken away and not seen since i! 
her son had been killed. 

More meetings of diplomats in Mose 
_.. A long session between Joseph Stil 
and emissaries of England, France * 
the U.S. on Berlin difficulties . .. F 
American fliers killed on the Berlin 4 
lift” . . . A full-dress international ¢ 
ference on Germany in the offing. 


U. S. NEWS & WORLD REPO! 
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T-Square Tom, the architect, was on a short vacation; 
1, he wanted peace and quiet, and some friendly relaxa- 
tion. “I’m tired out and without doubt it’s here I'll 
find a rest; at Hotel Pennsylvania, where I really 


am a guest!” 










































He got a Pennsylvania room with sunlight stream- 


e ing in, with comfy chair and radio. . . his frown was 


soon a grin. At last he said: “Ill try the bed, my joints 


are all a-jangle. Eight hundred built-in springs and 
more will ease each aching angle.” 





All rested from a good night’s sleep, Tom had his 
emorning scrub. “Oh, wondrous is the water hot in 
Pennsylvania’s tub. What’s more,” he cried, “I’m 
well supplied with soap and snowy towels; my blues 





are gone, I’m feeling great, excuse my happy howls!” 


4 




















At breakfast T-Square Thomas polished off enough 

e for two. The tasty food was so darn good he hated 
to get through. “With meals ahead like this,” he said, 
“T surely won’t get thinner, so I'll go now—but I'll 
be back for luncheon and for dinner! 





“This Hotel’s sure the place to stay,” grinned Tom, 

¢“and one thing more—the business district, shops, 
and shows are close to its front door. I’ve got to fly, 
but I will ery to everyone I see — the Hotel Pennsy|- 
vania’s bound to suit you to a “I’!” 











fe ae 


HOTEL 
PENN LVANIA 


James H.McCabe, manage 
THE STATLER HOTEL IN NEw YORK 


Opposite Fnnsylvania Station, 


a tal 


DIRECT UNDERGROUND PASSAGE 
FROM PENNSYLVANIA STATION 























P. S. Now you can make your reservations by teletype! 
Complete teletype service is now in operation in every 
Statler Hotel. For immediate replies, without uncer- 
tainty, use the teletype service near you. 








The pitcher is the umpire too. He'll 


call his own pitches — and what kind 
of a ball game will that be? 

We have the same situation in our 
business. Government — which regu- 
lates the electric companies — is in 
competition with them! 

The electric companies recognize 
their public obligation to supply con- 
tinuous and dependable service. ‘They 
have provided America with the most 


and the best electric service in the 


world. Electric rates have been lowered 


What's wrong 





until today the average family gets 
twice as much electricity for its money 
as it did 20 years ago. 

Yet today government sets up politi- 
cally managed electric agencies, and 
runs them by a different set of rules. 
They receive subsidies, pay little or no 
interest on money they borrow, pay no 
Federal taxes. 

If it can sell electricity on this basis, 
government can sell anything else the 
same way! 


We believe that the people who 


with this pitcher? 









work in our companies, as WC I] as the 
people who invest their savings in 
them, deserve the same protection from 
political attack that most other people 
still enjoy. Since the umpire calls the 
pitches, should he play too? 

It is to your benefit to know the facts 
about your electric service, and to ours to 
have you know them. That’s why this 
advertisement is published by Americas 
business-managed, tax-paying ELECTRIC 
LIGHT AND POWER COMPANIES*. 


*Names on request from this magazn 
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Price inflation is creeping higher again in almost all fields. 

Living costs, now at an all-time high, are to go a bit higher still. 

Commodity prices, generally, are back to postwar highs and are rising. 

Farm_cvops show some price weaknesses, but are getting official support. 

Manufactured products are selling, wholesale, at record high prices. 

The boom, in brief, is taking another upward turn. There is scarcely any 
official measure that is not pointing to still higher prices. Almost all the 
analysts in the Government are reconciled to several more months of rising prices. 











Price trend, furthermore, is to be under almost no official restraint. 
Installment credit will tighten September 20, but Federal Reserve expects 
consumer debt and mortgages.to jump $4,000,000,000 between now and year end. 
Bank loans to business are at an all-time high of $14,872,000,000 and are 
headed upward. A boost in bank reserve requirements won't reverse the trend. 
Wage payments still are increasing. Personal incomes are rising, too. 
These trends point clearly to continuing increases in demand. People, on 
the whole, are earning more money, and they are borrowing more money, too. 
Production, on the other hand, is at a practical ceiling. 
In a situation where demand is rising and production can't increase, there 
is only one direction for prices to go--up. 














Food prices are holding at high levels, despite prospects of bumper crops. 

Meat, major item in food bills, is still rising in price. Supply of meat 
cannot be increased until late next year, with a bigger crop of hogs. 

Poultry and fish are following the upward trend in meat prices. 

Eggs and dairy products have been rising in price in recent weeks. 














Fresh fruits and vegetables did not drop seasonally as much as usual. 

Food=-price outlook is for continued high prices until the grain harvest can 
be fed to more pigs and cattle and chickens, until wheat is milled into flour. 
Sometime next year, food prices Should develop a declining trend. 





Farm-support program, however, will keep basic crop prices from falling 
very far. Indirectly, that means a Government prop under family grocery bills. 

To show how this program operates in a few sample situations: 

Dried-fruit purchases by Government may amount to 200,000 tons. That will 
bolster the price of raisins, prunes, figs, apples, peaches, pears, apricots. 

Egg purchases in recent weeks have cost the Government $28,000,000. 

Grains--wheat and corn--may be bought heavily at near current prices. 

Cotton is likely to be supported at the present price, too. 











The support program is to continue at current levels until 1950. Congress, 
in effect, has promised farmers high prices for two more crops. 


Two remedies could be applied to combat the present trend in prices. 

Farm-price program could be changed by Congress. That would permit food 
prices to drop. But Congress is not expected to lower supports next year. 

Interest rates could be raised sharply by Federal Reserve action. That 
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might discourage borrowers. But it also would remove the official support from 
Government bond prices. Federal Reserve authorities won't take this risk. 

So the outlook is that nothing will be done about prices. Officials are 
reconciled to a rising trend. Actually, the rise is not expected to be severe. 
Consumer prices are rising about l per cent a month. Wholesale prices, less. 

Price problems, however, may demand attention by January. The next Admin- 
istration may have to recast official price and money policies. 








Exports are not putting the same pressure on prices aS a year ago. 

Export trend continues to be downward. U.S. goods shipped abroad in the 
second quarter of this year were at the lowest rate since the end of 1946. 

Dollar shortage in foreign countries is mainly responsible for this trend. 

Marshall Plan is supplying more dollars to Europe, but other parts of the 
world still lack dollars. Consequently, they are curtailing buying in the U.S. 

The only countries buying more than they did a year ago were those that re-= 
ceived dollar gifts--Germany, Greece, Turkey, the Philippines--and those that 
had dollar resources--Venezuela and Curacao (oil); Malaya (rubber); Saudi Arabia 
(oil investments), and South Africa, with substantial gold prodiction. 








World recovery is another factor in the export decline. This is indicated 
by the types of exported goods that are suffering the largest drops. 

Sharp declines from a year ago have occurred in U.S. exports of raw cotton, 
cotton goods, rayon, coal, and grain. These are products that also can be ob- 
tained from areas where dollars do not have to be used to pay for them. Now that 
such areas are improving their production, they are getting more world business, 

Farm machinery and petroleum products were the only export items that 
showed a gain from a year ago. They are essential in foreign recovery plans. 

Outlook is that exports will continue to be sSubStantially below last year. 
Marshall Plan allotments may boost shipments to Europe in the months ahead, but 
the downward trend of exports to other areas is not likely to be reversed. 











Business recovery in foreign countries, however, is not to get much help 
from any improvement in world political conditions, in more political stability. 

U.S.-Russian differences give no sign of healing. 

Kremlin talks are expected to be as inconclusive as other talks. 

Berlin will continue to be a sore spot. Berlin, un*ortunately, happens to 
be the city where Russia and the United States meet. Thit causes friction. 

War is not figuring in present calculations of either the U.S. or Russia. 

Outlook is just for more disputes, more bickering. U.S. will continue its 
policy of trying to aid recovery and to produce political order in the rest of 
the world. Russia will continue to try to disrupt affairs, retard progress. 











Steel shortage is not to ease soon. Excitement caused by the transfer of a 
War Assets Administration steel plant from one lessee to another shows just how 
concerned steel users are about their sources of Supply. 

Steel allocations, on a voluntary basis, are Spreading. Outlook is that a 
fairly large proportion of the steel supply soon will be allocated. 
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Election campaign is not producing very much public excitement, yet. MORE 
Odds still are heavily on Mr. Dewey against Mr. Truman. 


pres Gir 
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To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional coverage of essential news. =-=- The Editors 
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Super-Cushion T. M.—The Goodyear Tire & Rubber Company 


Itll make a surprising difference 
in your car too! 


First new kind of tire in 15 years will 
fit your present wheels and modernize 
your car—let this motorist tell you 
how! 


CARL SCHAFFNER, chauffeur for a 
prominent New York surgeon: ‘“The 
doctor’s new car came equipped with 
Super-Cushions. In all my years of 
driving, I’ve never seen any tires which 
make a car handle as easily. And 
Super-Cushions give such a smooth 
ride, the doctor has no trouble reading 
his paper, even when going over car 
tracks and cobblestones at 45 miles 
per hour.” 


This remarkable new kind of tire is 
bigger and softer...runs on 24 pounds 
of air. You'll get a softer ride, less 
wear on your car, fewer rattles and 
repair bills, greater mileage, blowout 
resistance! 


It'll fit the wheels on vour present car 
—so see your Goodyear dealer today! 
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NE of the world’s largest producers of 
adding, calculating and bookkeeping 
machines formerly moved its entire output 


through one shipping door. 
Production had increased many fold since = 
ii ae conte 


the old-fashioned single-door platform had 
been built. 
All the modern machines and factory West 
methods within the plant were geared to , 
high production. But, trying to balance conti 
modern manufacturing with outmoded ship- 
ping facilities proved to be a costly problem. i oe Ten: 
“Since we built in our modern truck bee lines simiters link, conveyor and t] 
and Trailer docks, we have been able iss Markets. 's with world promp: 
to accommodate an enlarged Trailer methox 
i fleet of our own. We have completely Bi trend te 
4 mechanized loading and stepped up ee : begun 
i shipping 75% with less physical labor mE : 7 6 Berlin « 
' and no increase in personnel,” says the Under 
i Shipping Division Superintendent. Ps “ 
i This modernized loading dock explains made in 
i how output can be pepped up and money public, 
f saved by making motor transport an integral =, — S, ae While 
i part of production lines. ‘, a a & Premier 
f Burroughs’ shipping operation is, today, - : ister V, } 
| the result of cooperative planning by the of BF tesentati 
; Production Manager, the Shipping Division ee France 
x Superintendent (Traffic Manager) and the in these enclosed: soured combat mee 
f Fleet Foreman — three good men to work i ay bak $ at one tim. for domi 
i with your Architect on any building project. weet Wig mss BP that the 
i ap ng war 
World’s Largest Builders of Truck-Trailers iia : sened, 
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STRATEGY IN SECRET TALKS: 
EAST-WEST BARGAINING POINTS 


Reported from BERLIN, LONDON and WASHINGTON 


Secret diplomacy is being giv- 
ena try in the “cold war.” Crisis 
over Berlin marks the shift away 
fom loud arguments, carried on 
inthe open for all to hear. 

Decision now is to bargain in 
secrecy, tell the public what hap- 
pened afterward. That is the pre- 


war way. 

It doesn‘t mean a letup in the 
contest between Russia and the 
West. Rivalry over Europe is to 
continue. 


Tense bargu‘ning between Russia 
and the Western powers now has 
prompted a turn to old-fashioned 
methods of secret diplomacy. The 
trend toward closed-door negotiations, 
begun in the Moscow talks over the 
Berlin crisis, is to continue. 

Under this method, previously untried 
since the end of World War II, deals are 
made in secret. Only results are made 
public, 

While the bargaining goes on between 
Premier Stalin and Russia’s Foreign Min- 
ister V. M. Molotov on one side and rep- 
resentatives of the U.S., Britain and 
France on the other, both sides are 
maneuvering for advantage in a struggle 
for dominance in Europe. But the chance 
| that the “cold war” will become a shoot- 
ing war this year seems definitely les- 
sned, as compared with the outlook 
earlier this summer. 

Grand strategy of the East and the 
West in the present bargaining contest is 
unfolding from week to week. 

Russia's leverage on the West is be- 
ing exerted primarily through her strong 
position in Berlin, Her use of the block- 
ade has demonstrated her ability to bring 
Pressure there on U.S., Britain and 
France. Now she is using that fact to win 
concessions, if she can. 
U.S.-British-French leverage on Rus- 
sais being exerted primarily through the 
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strong position of the Western powers in 
the Ruhr and the rest of Western Ger- 
many. These powers have proved that 
they are ready and able to go ahead with 
plans for a West German Government. 
They rely on those plans to persuade 
Russia, sooner or later, to recede from the 
rigid stand she has taken in the past. 

In the Moscow talks on Germany, 
leaders of both Russia and the West have 
begun once more to test their relative 
bargaining strength. 

The method of negotiation followed 
in the Moscow talks actually is considered 
by some diplomats to be nearly as sig- 
nificant as the contents of the talks them- 
selves. This method, which was common- 
ly used before the war, has two main 
aspects. 

Strict secrecy is observed while the 
talks are going on, although any agree- 
ment reached is made completely public 
when the talks are finished. 

Subordinate officials of the nations 
concerned present the proposals of their 
respective governments in face-to-face 
meetings. These same officials report back 
any counterproposals to their govern- 
ments, Decisions on whether to accept or 
reject the proposals or counterproposals 
then are made by heads of the govern- 
ments taking part. 

Negotiations of this kind are slow, be- 
cause each message must be put into 
code before it is sent by an Ambassador 
in Moscow to his home Government in 
Washington or London or Paris. Then, 
after being received, it must be decoded 
before it can be read and considered. 
Also, consultation’ between Washington 
and London, between Washington and 
Paris, and between London and Paris 
may be necessary before the next step is 
decided on. Finally, when a reply is 
framed, it must be coded, transmitted, 
and decoded at the other end. 

In spite of the time consumed, the 
method is viewed by diplomats as having 
important advantages. When conferences 
are secret and nothing is given out as to 
what was said, speeches are not made for 
public consumption, and positions once 
taken can be yielded in the bargaining 
process without loss of face. Further- 


more, understandings reached by sub- 
ordinates can be accepted or rejected by 
their superiors after due consideration. 

As bargaining is thus resumed at long 
range by the Western powers and Russia, 
each side is carefully assessing its ele- 
ments of strength and weakness. 

The Western powers find they have 
a number of valuable assets, besides pos- 
session of the Ruhr and the plan for a 
separate Government in Western Ger- 
many. Some of these assets have been 
newly acquired since the foreign min- 
isters’ conference that was held in Lon- 
don last autumn. 

The Marshall Plan, then only a pro- 
posal before Congress, now is in actual 
operation. With its aid, the nations of 
Western Europe have made considerable 
progress toward economic recovery. 
They are able to present a solid front in 
dealing with Russia. 

U.S. aid to Greece, then only partial- 
ly effective, now is enabling the Greek 
Army to smash resistance of guerrillas in 
the northern mountains. As a result, the 
West has gained influence. 

Marshal Tito’s quarrel with the 
Moscow regime has exposed serious diff- 
culties behind the Iron Curtain. Russia’s 
efforts to present Eastern Europe as a 
united front in bargaining with the West 
have been dealt a blow. 

Non-Communist parties in France, 
Italy, Germany, Finland and other coun- 
tries have gained ground, while the Com- 
munist parties have lost ground. This les- 
sens the chance that Russia can influence 
the foreign policies of the Western na- 
tions in her favor. Besides, all-out efforts 
of the Communists in France and Italy 
were not able to stop the Marshall Plan. 

A military alliance of five nations in 
Western Europe probably will be bol- 
stered with U. S. arms. 

Rearming of the U.S., with enact- 
ment of a peace-time draft and plans for 
a 70-group Air Force, gives further mili- 
tary backing to the West. 

Other assets, held all along by the 
West, still are of great value. Dollars and 
goods badly needed by all of Europe, in- 
cluding Russia, are to be had only in the 
United States. And this country appar- 
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Russia rejects Marshall Plan, orders 
satellites to boycott it 








the Cold War: 


Events That Led Up to Moscow Talks 
Between Russia and Western Powers 
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SEPTEMBER, 1947 





Communist parties of Europe organize 
Cominform to aid Russia’s fight to 
block the Marshall Plan 








Foreign ministers of Big Four agree 
to meet in Moscow, at Soviet invita- 
tion, for a discussion of Germany 
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U.S. accuses Russia of obstructing 
European peace talks and brings 
about abrupt adjournment of foreign 
ministers’ meeting in London 

















U.S. Congress passes Marshall Plan to 
aid Western Europe 








APRIL, 1948 





Communists lose Italian election after 
campaign in which Russia vs. U.S. was 
the chief issue 
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Russia interprets EERE S. note reaffirming 
policy as invitation to peace talks, 
announces “acceptance.” U.S. accuses 
Russia of misconstruing note for 
propaganda 












































ently retains her lead in the production 
of atomic bombs. 

In all these ways, the Western powers 
feel confident of their strength, They are 
determined to make no concessions that 
are not matched by equal concessions 
from Russia, in return. 

Russia, for her part, has valuable as- 
sets, too. These are in addition to her 
advantage in Berlin. 

Armed forces of Russia are strategical- 
ly located in the heart of continental Eu- 


rope, They could move quickly to the 
English Channel and the Pyrenees, if 


Russia chose to send them there. The fact 
of Russia’s military dominance offsets the 
superior economic power of the West. 

Industrial regions of Poland and 
Czechoslovakia, now under Russian con- 
trol, offset, at least in part, Western con- 
trol of the Ruhr. 

Occupation of one zone of Austria, 
which surrounds Vienna, the capital, en- 
ables Russia to exert political pressure 
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against the Western powers. Thus far, she 
has refused to agree to Western plans for 
Austria, and apparently is determined to 
wait until the Western powers meet her 
minimum terms elsewhere. 

Satellite nations of Eastern Europe, 
except for Yugoslavia, are supporting 
Russia against the West. They can sup- 
ply food, materials and military aid. 

Communist parties in all parts of the 
world, while weaker in many countries 
than they were, still can cause much 
trouble for the Western powers. Right 
now, Communists in Southeast Asia are 
disrupting areas that normally supply big 
amounts of rubber, tin, petroleum and 
food to the West. And, in Germany, 
Communist disorders have made the po- 
sition of Western powers more difficult. 

Propaganda carried on by Russia 
continually stirs up opposition to policies 
of the Western nations. For example, 
Germans are told that U.S., Britain and 
France want to split Germany, and that 


Russia would keep Germany united. At 
the same time, people in countries sur 
rounding Germany, including France, 
the Netherlands, Poland and Czecho- 
slovakia, are told that the U. S. wants to 
rearm Germany and leave them weak. 
Russia finds this type of propaganda an 
effective weapon. 

Thus Russia has confidence in her own 
strength, just as the Western powers have 
in theirs. Up to now, she has preferred to 
play a waiting game, rather than go along 
with ideas of the West on how to treat 
Germany and organize Europe. 

This assessment of the relative strength 
and weakness of Russia and the West 
raises two questions, What is Russia’s real 
strategy? And, in the struggle going of, 
is time on the side of the West or of Rus 
sia? Answers to these questions have 
direct bearing on the course now being 
charted by leaders of the West. 

Russia’s real aim over the last two 
years, according . one school of thought 


U. S. NEWS & WORLD REPORT 





among 
of just s 
sions as 
place it 
theory | 
Novem 
minister 
in Mos 
say the 
Moscow 
and ar 
by Mr, 
him for 
loss of t 

Betwi 
tation ¢ 
ever, Ja 
State, w 
shall, A 
dent Ty 
nounce¢ 
and the 
conferer 
cessions, 


SEPTEM| 








—_ WS. News & World Report 




















MARCH, 1947 







As Moscow conference gets under 
way, U.S. makes public Truman Doc- 
trine to contain Communism and an- 
nounces Greek-Turkish aid plan 








APRIL, 1947 





Moscow conference on Germany ends 
in disagreement 











U.S. proposes Marshall Plan to aid 
Europe, invites Russia to take part 

















DECEMBER, 1947 













As ‘cold war” intensifies, Russia tries 
unsuccessfully to kill Marshall Plan 
through Communist-led strikes in 
France 
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Russia puts out peace-talk feelers 
through U.S. official in Germany. U.S. 
ignores the incident 








Russia tightens her hold on Eastern 
Europe when Communists seize power 
in Czechoslovakia 














MAY, 1948 





Western powers announce plans to 
set up Western Germany as a state 
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Russia retaliates by blockading Berlin” 











Envoys of U.S., Britain and France 
begin secret talks in Moscow with 
Premier Stalin and Foreign Minister 
Molotov 


























among diplomats, has been the holding 
of just such old-fashioned bargaining ses- 
sions as the ones that have been taking 
place in Moscow, Those who hold this 
theory point to the fact that Russia, in 
November, 1946, invited the foreign 
ministers of the Big Four to meet 
in Moscow to discuss Germany. They 
ay that, with the meeting held in 
Moscow, Mr. Stalin could be near by 
ind any tentative decisions reached 
by Mr. Molotov could be referred to 
him for approval or disapproval without 
loss of time. 

Between the date of the Russian invi- 
tation and the conference itself, how- 
‘ver, James F, Byrnes, then Secretary of 
‘ate, was succeeded by George C. Mar- 
shall. As the conference opened, Presi- 
dent Truman, addressing Congress, an- 
tounced his anti-Communist doctrine 
aid the Greek-Turkish aid plan. At the 
conference, neither side yielded any con- 
‘ssions, and it ended in a deadlock, The 
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chart above shows the steps in the cold 
war that followed. 

The Russians in January and May of 
this year made moves for another con- 
ference, but U.S. leaders showed no 
interest then. Mr. Marshall’s unwilling- 
ness to make any bargaining deals with 
Russia during the first 18 months of his 
service as Secretary of State is said to 
have been based on his conviction that 
the position of the U.S. had to be 
strengthened first. 

Time, Mr. Marshall is convinced, has 
helped the U.S. more than Russia since 
the beginning of 1947. The Marshall 
Plan and the Greek-Turkish aid plan 
now are in operation, the restoration of 
Western Germany is going forward, the 
U.S. is rearming, and Western Europe 
is preparing to form a military alliance. 
These steps, Mr. Marshall believes, have 
put U.S. and the other Western powers 
in a much better bargaining position than 
they were at the beginning of 1947, 


Diplomats of the West hold that, if the 
programs now under way are carried for- 
ward, time will continue to be on the side 
of the West rather than of Russia. They 
concede, however, that, while the West 
is being strengthened, Russia too may 
consolidate her position through further 
industrial recovery and the making of 
atomic bombs. 

What happens in the next phase of 
the East-West struggle for Europe, of- 
ficials point out, probably will depend on 
whether Mr, Stalin comes to the conclu- 
sion that time no longer is on the side of 
Russia. If he does, he may be ready in 
the near future to make the best deal he 
can with the West. But, if he still thinks 
that time is on his side and prefers to 
play a waiting game, the tense bargain- 
ing will yield little in the way of results. 
Since the Russian leaders never give 
away their hand in advance, only results 
will show eventually what is in their 
minds, 
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CHANCES IN THE DRAFT 


Deferment of Students, Fathers, Skilled Men 


Only a fraction of youths now 
registering for the draft will see 
the inside of military camps in the 
year ahead. 

Inductions, when they start in 
November, will take only four 
youths a month from the average 
county. In the coming year, calls 
will go out to only one young 
man from every 160 families. 

Just who is to be called now 
may be seen in new draft rules. 


Who stands to be drafted in the year 
ahead, and who doesn’t, now is becom- 
ing clear. New, detailed draft regula- 
tions spell out deferment for nearly 
every youth who is going to school, 
supporting someone, or working at a 
skilled job. 

Draft, as now planned officially, will 
take one youth in each 160 families in the 
coming year. Beginning in November, 
four youths a month will be taken from 
each county, on the average, another four 
from each 100,000 persons in big cities. 


SUMMER RUSH: MARRIAGE LICENSE BUREAU 


Later, this will be increased to 7 or 8 
youths a month. 

Registration, however, will affect all 
young men 18 through 25. That signing- 
up process, now going on, involves vet- 
erans, reservists, fathers under 26, as well 
as those eligible for the draft. Registra- 
tion need not be done in the youth’s 
home town, may be accomplished at any 
registration station. 

Questionnaires, to be mailed out 
after September 7 to single nonveterans 
only, will determine the individual’s draft 
status. If this eight-page questionnaire is 
not filled in and returned, the youth will 
be drafted automatically when his age 
group is called up. 

Chances of induction, nonetheless, 
are slight for the average youth. The in- 
dividual’s own chances of being drafted 
may be computed from these new Selec- 
tive Service rulings: 

Married men, those living with or 
supporting their wives, are not to be 
drafted. That’s definite now. 

Single men, planning to get married, 
may be certain of deferment if they 
marry before mid-September, before their 
draft questionnaires are filled out and re- 
turned. After that, marriage any time be- 
fore the individual is called up for induc- 
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AUTUMN STYLE: DRAFTEE’S CLOTHING 
. almost anyone who supports someone else will not be wearing a uniform 
| U. S. NEWS & WORLD REPORI 


tion is likely to provide deferment as wel, 
although this is less certain. 

Youths with dependents, «almost ayy. 
one who supports someone else, will not 
be drafted. Dependents, for purposes of 
deferment, now officially include , 
youth’s own child, an adopted child, , 
relative’s child, an illegitimate child, , 
parent, a brother, a sister, or anyone why 
is physically or mentally handicapped 1. 
gardless of age. 

Divorced youths, and those separated 
from their wives also are to be deferred if 
they are supporting their former mates, 

Full-time students are assured of de 
ferment until the end of the school yex 
next June. This includes college, univer. 
sity, prep school and academy students 
Youths in high school are deferred uti 
graduation, or until they become 20, 

Part-time students, in most case, 
won't get this deferment, must use some 
other provision if they wish to avoid 
being drafted. 

ROTC students, college men taking 
the advanced course of the Reserve Off 
cers’ Training Corps, are not to be 
drafted. This includes youths taking 
Naval or Air ROTC courses. First-year 
men will be deferred, however, only 
when they agree to serve two years of 


—Harris & Ewing 
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jive duty as commissioned officers later 
hey should be granted commissions 
{called up for duty. 

National guardsmen, those who 
ised the Guard before June 24, are de- 
red. In some States, where the Gover- 
has declared the Guard unit under 
rength, youths under 18% years of age 
‘| may join the National Guard and be- 
ime deferred from the draft. 

Veterans with more than 90 days of 
atime service are flatly exempt from 
» new draft. 

postwar servicemen, those drafted 
ee the war's end, are deferred if they 
we in uniform for a full year. Draftees 
ho had less than a year’s active duty, 
ut more than 30 days, may be deferred 
y joining any reserve unit, 
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THE YOUNG FARMER ~ 
. .. where deferments are 


tories will be deferred. Specialists, tech- 
nicians in Government agencies stand a 
good chance of deferment by their local 
boards, but no blanket provisions apply. 

Scientists who are difficult to replace 
may be fairly sure of deferment if the 
local board deems their work important. 

Teachers are given no general defer- 
ment, but those in counties or teaching 
fields where teachers are very scarce will 
have the best chance of being deferred. 

Physicians under age of 26 are eligi- 
ble for draft, may be called up if they are 
unmarried and are practicing where phy- 
sicians are not scarce. Local boards will 
decide each such case on its own merits. 

Dentists are in this same situation, 
may be called up if otherwise eligible. 

Salesmen are eligible for the draft, 
except those whose long technical train- 
ing makes them very difficult to replace. 

Writers, newspapermen and _public- 
relations men are subject to draft with the 
same provisions. 

Lawyers will be deferred in some 
cases, not in others. If their position in a 
law firm or corporation cannot be filled 
by someone else and is essential to the 
“effectiveness” of that firm, they are not 
to be called up by local boards. 

Seamen, if now in the merchant 
marine or Coast Guard, will be deferred. 
That’s official. But no blanket deferment 
is provided for wartime merchant-marine 
veterans not now going to sea. 

Researchers are to be deferred in 
some instances, those in which the re-- 
search work being done is considered by 
the local board “necessary to the national 


—USDA 





health, safety, or interest.” This, presum- 
ably, means basic research in agriculture 
or science, not in strictly academic fields. 

Farmers, if they run their own farms 
and market a “substantial quantity” of es- 
sential crops, are not to be drafted. 

Farm workers, too, will be fairly cer- 
tain of deferment in areas where farm 
help is hard to get and where food crops 
are produced. 

Technicians, engineers, skilled me- 
chanics will be eligible for draft in some 
cases, but deferred when their jobs are 
classified by local boards as essential and 
replacement is difficult. 

Key employes in most businesses may 
be deferred from draft if their local 
boards are convinced that: (1) the em- 
ploye cannot be replaced because of a 
shortage of persons with his skill or quali- 
fications; and (2) drafting of that em- 
ploye would cause a “material loss of 
effectiveness” in the firm. 

That is the draft outlook for young 
men in most situations, as laid out in 
Selective Service regulations just issued. 
Borderline cases, such as the matter of 
long deferment for youths studying engi- 
neering, will be decided by local draft 
boards on an individual basis. But the 
broad decisions of future draft policy 
already are set, with only technical de- 
tails to be worked out in future rulings. 

Youths drafted in the year ahead, as 
a result, are to be largely young men who 
have finished school, are not married or 
supporting anyone, have no special skills, 
and either are not working or can be 
easily replaced in their present jobs. 
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THE YOUNG GUARDSMEN 
not clear cut, local draft boards are to get wide discretion 








Y.S. News & World Report 








Truce in Navy-Air Rivalry 
More Friction Ahead Over Floating Base; 


Wartime roles of the Navy and . 


Air Force in any future air war 
now are settled—for the time 
being. 

But the basic issue, whether the 
Navy will get a fleet of giant 
aircraft carriers to bomb enemy 
cities, is still undecided. 

That’s up to Congress, cannot 
be settled by Secretary Forrestal. 
Fight over the strategic air job, 
thus, is not ended. 


Military jobs in wartime and who 
should do them is being clarified, at 
last, within the “unified” armed forces. 
Yet the biggest cause of feuding 
among U. S. military planners remains 
unsettled in spite of new efforts to get 
harmony. 

Wartime roles of the Navy and Air 
Force in any future air war, the basis of 
recent bickering between the services, 
are defined in a new policy decision by 
Defense Secretary James Forrestal, with 
agreement by the Joint Chiefs of Staff. 
As the agreement now stands: 

Air Force is to get the “exclusive role” 
in the field of strategic air warfare—the 
job of bombing enemy cities and enemy 
industry overseas. The airmen had feared 
that Navy would enter this field with 





bombers launched from supercarriers off 
enemy coasts. 

Navy, in turn, now gets exclusive con- 
trol over antisubmarine warfare. The ad- 
mirals had long been worried about Air 
Force offers to patrol sea lanes for enemy 
submarines by using land-based AF 
planes. 

Both services, however, are ordered to 
seek help from each other in carrying out 
these jobs. Thus, the Navy may still 
develop supercarriers that may be used 
on long-range bombing missions, while 


Air Force planes may assist in the Navy’s_ 


biggest future job of combating enemy 
submarines. 

Strategic air jobs, the real issue 
behind Navy-Air Force dissension, re- 
main unsettled nonetheless. That issue 
centers on Navy development of giant 
carriers which could be used for bombing 
missions, still permitted in the new agree- 
ment. Congress has authorized construc- 
tion of the first giant aircraft carrier. 
Only Congress can decide whether a fleet 
of these floating bomber bases _ will 
follow. 

Navy planners are plugging for a fleet 
of these giant carriers as the best weapon 
for striking back quickly after any future 
Pearl Harbor. They insist that carrier- 
based bombers could strike anywhere in 
Europe or Asia from positions near the 
enemy coast. They point out that land 
bases for Air Force bombers might not 
be available at the start of another war, 
that air bases obtainable in Europe or 








Africa might be overrun, captured ar 
bombed out. 

Air Force planners oppose this planne 
fleet of supercarriers as being too costh 
and too vulnerable. Each ship woyj 
cost about as much as 300 big 5. 
bombers. The $150,000,000 cost of each 
vessel is greater than the bill for qj 
Air Force bombers being built thi 
year under the new 70-group procure 
ment plan. Yet, the airmen argue, thes 
carriers would be highly vulnerable , 
attack, probably would be sunk in wy. 
time. 

What supercarriers could d 
shows up in plans for the first authorized 
carrier, to be started this year. This ship 
is big enough to handle modified B-2 
bombers, as the chart shows. It is to be 
50 per cent bigger than the larges 
carrier now afloat. Flight deck will be 
1,090 feet long. The hull will be longer 
than that of any vessel, of any type, now 
afloat. Displacement of this carrier wil 
be 65,000 tons, and later supercarriers, i 
built, may be as large as 80,000 tons, 

This means that the carrier could serve 
as a floating air base for big bombers 
with a combat radius of up to 2,300 miles, 
for reconnaissance planes with a radius 
of up to 4,000 miles. 

Present carriers, such as the compar 
tively new U.S.S. Midway, have fight 
decks no longer than 932 feet, each with 
an “island” rising above that deck at one 
side. As a result, they can use no plane 
larger than the new AM-1 attack bomber, 


—U. S. Navy 


SERVICE HUDDLE: The meeting of the Joint Chiefs of Staff at which the services’ roles were outlined. Left to right: Joint Staff's Gruenther; Ait 
Force’s Vandenberg; Navy's Denfeld; Army‘s Bradley; Defense Secretary Forrestal; Army’s Wedemeyer; Navy’s Radford; Air Force's Norstad. SEPTEN 
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torpedo and dive bomber with a maxi- 
qum combat radius of about 600 miles 
om the carrier. This plane, which car- 
jes a far stmailer borsb load than the 
3.29, is too small to carry an atom bomb. 
The supercarrier, in contrast, can carry 
Bases the largest bombers now being used by 
either the Navy or Air Force, including 
planes that have delivered atomic bombs. 
tured «ff What bombers can hit from this 
65,000-ton carrier may be seen by draw- 
s planned ff ing circles of 2,300-mile radius from 
00 costh spots off the coasts of Europe and Asia. 
P woul In the case of a future war with Russia: 
rig Be From the North Sea, just off the 
t of each British Isles, carrier-based B-29s could 
| for all reach all of Russia west of the Ural 
uilt thi Mountains. 


———_ 





procue— from the eastern Mediterranean, : —Acme —Acme 
1¢, thee these bombers could strike Moscow, the B-29’S BELLY CARRIER‘S DECK 
rable ty! Crimea, some Soviet industry east of the ...¢an all the eggs be put in one hold? 
in war § Urals. 

From the Arabian Sea, carrier-based Land-based bombers, Air Force Russia’s aircraft industry, food-producing 
ld dof bombers could reach Russian industry in planners insist, could do the same job of . region and coal industry. 
thorized § the Crimea and most of the steel and air- — counterattacking any blow by Russia, and Moscow can be reached from three 
‘his ship § craft plants now being moved back be- do it a lot more cheaply, with bases now _ of these present bases—in Britain, Saudi 
ed B-2) hind the Urals. available. The $150,000,000 cost of one . Arabia, Germany. Each base, moreover, 


is to bef From the Bay of Bengal, off the east supercarrier, the airmen believe, could _ is large enough to support sustained B-29 
largest § coast of India, such bombers could strike provide more than enough new bombers _ operations. 


will be § aircraft centers in Russian Turkestan. for that purpose. The argument is this: Final decision on whether strategic 
e longer} From the Sea of Japan, the super- Western Russia—everything west of bombing of enemy cities and industry in 
pe, now carrier's bombers could hit all Soviet the Ural Mountains, including Moscow— any future war will be done almost en- 
rier wil f bases in Siberia. could be covered by B-29s based now in _ tirely by Air Force land-based bombers 
rriers, {ff} From the Barents Sea, north of Nor- Britain. or with substantial support by Navy car- 
ons. way, finally, these B-29s could strike any- Siberia can be covered from present  rier-based bombers is still up in the air. 
ld serve where in the Soviet Union except the _ bases at Fairbanks, Alaska, and in Japan. That decision, which centers on a pro- 
ombers F eastern tip of Siberia and the southern Central Russia, with its large iron and _ posed fleet of giant aircraft carriers, is to 
0 miles, f portion of Soviet Georgia. steel center east of the Urals, can be be made by Congress and will be in the 
| radius As a result, the Navy believes that a bombed from the present Air Force base form of appropriations made or withheld 

feet of supercarriers, free to cruise around = at Dhahran, in Saudi Arabia. for construction for new carriers in years 
ympara f these areas without restriction, could pro- Southern Russia could be bombed ahead. The present policy, which could 


e flight { vide a promise of certain and immediate either from the Saudi Arabian base in be shifted with any change of Admin- 
ch with f counterattack on Russian cities and in- the Near East or the big B-29 base in _ istration in January, is tentative until the 
at one dustry if the Soviets were to start an the U.S. zone of Germany at Fursten- Navy finds whether it will get weapons to 
. planes § armed attack. feldbruck. This area includes much of _ take part in an air war. 

omber, 





MIDWAY SUPERCARRIER 


DISPLACEMENT TONNAGE 


LENGTH OF FLIGHT DECK 
932 Feet 1,090 Feet 


WIDTH OF FLIGHT DECK 
113 Feet 165 Feet 


LARGEST PLANE USABLE 
AM- 


1 
Attack Bomber 8-29 


COMBAT RADIUS OF PLANE | 
600 Miles 2,300 Miles / 
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Democratic machines in big 
cities are coming apart. It means 
harder going this November for 
Candidate Truman. 

High-geared organizations 
that rolled up votes for Franklin 
Roosevelt are in trouble now. 
Bosses have their troubles, too. 

Crack-up of city machines can 
be decisive in the East, in Illinois, 
even in President Truman‘s own 
Missouri. 


The big-city Democratic political 
machines have fallen into a state of 
creaky disrepair—with important con- 
sequences for this year’s presidential 
voting. These consequences are most- 
ly bad where President Harry S. 
Truman’s campaign for election is 
concerned, 

In past years, Franklin D. Roosevelt 
could thank the machines and their bosses 
for decisive help in at least three of his 
four winning elections. The organizations 
gave him big-city majorities sufficient to 
offset Republican balloting in the rural 
areas. As a result, such States as New 
York, New Jersey, Illinois and Massachu- 
setts, with their big electoral votes, were 
kept in the Democratic column. 

But now it is different. Not only are the 
organizations losing their effectiveness, 
but their leaders are only lukewarm about 
Mr. Truman. Many of them openly op- 
posed his nomination, although later they 
managed to climb back on the band 
wagon. And the decline of Democratic 
city organizations has coincided in several 
important instances with the develop- 
ment of strong, efficiently run Republican 
organizations, on a State-wide basis. 

What all this means to Mr. Truman, to 
Governor Thomas E,. Dewey of New 
York, the Republican nominee, and to 
the November voting can be seen by a 
glance at the situations where the ma- 
chines once were strong. 

In New York, Tammany Hall has 
been on the skids for years. Tammany’s 
slide began with the Seabury investiga- 
tion of the early ’30s and the scandals it 
disclosed in the administration of Mayor 
James J. Walker. For 12 years, Mayor 
Fiorello H. La Guardia deprived Tam- 
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DECLINE OF BIG-CITY BOSSES 


Democratic Loss in Vote Shift From Machine 


many of city patronage and the organi- 
zation declined still further. 

Now, Mayor William O’Dwyer, a 
Democrat but not a:Tammanyite, keeps 
the Hall under iron control, has compelled 
it to clean house and avoid the patronage 
and election deals at which it is expert. 
But, important, too, the population of 
Manhattan Island, Tammany’s bailiwick, 
has declined rapidly, There are not so 
many votes there, and Tammany cannot 
deliver as once it could. 

In the Bronx, the organization of Ed- 
ward J. Flynn has only token Republican 
opposition, but shows signs of deteriora- 
tion. Last spring, Mr. Flynn’s organiza- 
tion was beaten by a Henry Wallace 
candidate in a congressional by-election. 

In Brooklyn, the Democratic organiza- 
tion has had a series of leaders and many 
internal troubles. Mayor O’Dwyer has in- 
tervened to set things straight there, too. 
There is a massive Democratic registra- 
tion, 564,000 in 1946, but, only 311,500 
Democratic votes were cast. 


The American Labor Party, back 
Henry Wallace, inevitably will dra 
many New York votes away from \j, 
Truman. The ALP is run by left-wip 
Representative Vito Marcantonio, yh 
maintains his own closely knit organiz, 
tion in a corner of Manhattan and wh 
in the past, has been on friendly teny 
with Tammany. Mr. O’Dwyer has 9 
dered Tammany to make no deals wi 
Mr. Marcantonio in the coming campuig 
and has issued instructions that Mar. 
antonio henchmen be fired from city jobs 

If the Democratic Party is to be te 
vivified in New York City, it apparent 
will be under Mayor O’Dwyer. He, oy 
of those who opposed Mr. Truman’s nop. 
ination, obviously has a long way tog 
however. ‘ 

Meanwhile, a smooth, tight State-wide 
Republican organization has been devel. 
oped by Governor Dewey through a care. 
ful distribution of State patronage. The 
Governor runs the organization firmly, 

All these circumstances combine | 























—Smith for NEA Service, Inc. 


‘| WONDER HOW FRANKLIN DID IT’ 


U. S. NEWS & WORLD REPORT! 




















chine, 


y, backiy 
Will dray 
from \\, 
> left-win 
onio, wh 
t Organiz, 
and whi 
idly tem 
or has 
deals Wit} 
Campaig 
hat Marc. 
1 City jobs 
to be re. 
tpparent) 
. He, one 
1an’s nom. 
vay to g 


state-wide 
en devel 
gh a Care- 
lage. The 
firmly, 

mbine t 





MSY SiS 





MACHINE MEN: NEW YORK’S FLYNN... 


give Mr. Truman a dismal outlook in New 
York State. And it is history that only 
once in recent times (1916) has a Presi- 
dent been elected who failed to carry 
the Empire State. 

In Illinois, Edward J. Kelly, the 
leader of the old Kelly-Nash organization, 
has been forced into the background. It 
became apparent, after he served nearly 
14 years as mayor of Chicago, that he 
could not be re-elected, and Mr. Kelly, 
like the experienced organization man 
that he is, readily stepped aside. 

The organization got behind a busi- 
nessman, Martin H. Kennelly, who, as 
mayor, has avoided politics and concen- 
trated on improving city government. 
Jacob Arvey, who succeeded Mr. Kelly 
as organization leader, was against Mr. 
Truman’s nomination and since has been 
severely criticized for that stand. There 
is talk of his resigning. 

The Kelly machine was slipping as long 
ago as 1944, The big Roosevelt majority 
in Chicago in that year is credited quite 
as much to the efforts of the CIO’s Politi- 
cal Action Committee, which got out the 
vote, as to the machine. 

Also, in Illinois, the Republicans now 
have an alert organization. 

In New Jersey, Frank Hague is still 
boss in Jersey City, but has lost his State- 








e, Inc. 





wide power. An anti-Hague Democratic 

Governor and succeeding Republican 

State administrations have seen to that. 
Mr. Hague has nominally retired and 
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. .  TENNESSEE’S CRUMP 


handed the leadership over to a nephew, 
Frank Hague Eggers, but he still is in 
personal command. 

In Tennessee, E. H. Crump, who ran 
the Democratic organization with an iron 
hand for many years, has just taken a bad 
beating, mostly, he thinks, at the hands 
of labor. Mr. Cruimp’s candidate for the 
Senate ran third in a three-man primary 
election. The winner, Representative 
Estes Kefauver, an opponent of the Taft- 
Hartley Act, received wide labor support. 
Mr. Kefauver also had the help, it is 
said, of many businessmen who were 
tiring of the Crump regime. 

The significance for Mr. Truman is 
that Mr. Crump, who opposed Mr. Tru- 
man’s nomination, may turn his waning 
strength against the President. 

In Missouri, the President’s home 
State, the old Pendergast machine is vir- 
tually gone. This organization put Mr. 
Truman in the Senate, and, by combining 
with the St. Louis organization run by 
Robert Hannegan, managed to re-elect 
him. Then Tom Pendergast went to prison 
for income tax evasion. A nephew, James 
Pendergast, tried to carry on. 

He managed to defeat, at Mr. Tru- 
man’s behest, an anti-New Deal Con- 
gressman, Roger C. Slaughter, in the 
1946 primary. Then, Mr. Pendergast’s 
and Mr. Truman’s man lost in the gen- 
eral election. Just recently, Mr. Truman 
went home to vote in a primary and his 
candidate was defeated. 


























—Wide World Phetves 


.«- KELLY OF ILLINOIS 


... the creaks in the structures have grown with the years 


With the Pendergast organization vir- 
tually gone and the St. Louis organization 
limping, Missouri Republicans are talk- 
ing confidently of beating Mr. Truman in 
his own State. 

The decline of the machines has been 
a long process. Historically, the machines 
were built upon the many thousands of 
immigrants who needed help of various 
kinds. When immigration was limited, 
the decline began. It was accentuated, 
observers say, as voters moved away 
from the city areas where organizations 
flourish. President Roosevelt and the New 
Deal both helped and hurt. Mr. Roose- 
velt gave the organizations a vote-getting 
candidate behind whom they could rally 
But the New Deal gave the city masses 
far more than the traditional favors of the 
machines, and the voters lost much of 
their dependence on the organizations. 

The meaning of all this to Mr. Tru- 
man is clear. Mr. Roosevelt always could 
count on the Solid South. Through or- 
ganization control of big cities, he often 
also could command the electoral votes of 
several big States. Big States and the 
South would put him in. But, now, the 
South is cracking and the city organiza- 
tions are in trouble, looking out first of 
all for their own interests, the election of 
their own candidates, with secondary 
emphasis on the Presidency. The result 
is one more handicap for President Tru- 
man in seeking to get a renewed lease on 
the White House. 
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Americans’ Big Worries: 


Prices, Taxes, 


War and international tension 
seem remote to most Americans. 
What worries them most is how 
to manage their personal affairs. 

Letters to Congressmen reflect 
their complaints and demands. 
Cost of living is high on the list 
of problems. Housing shortage, 
taxes and draft are troublesome. 

It may be different, however, 
when the campaign warms up. 


Personal problems are causing more 
worry for most Americans than big 
national and international issues. Fear 
of war takes a back seat. There is little 
apparent concern over strikes and 
other labor matters. 

These are conclusions that stand out 
from a survey of congressional mail by 
U.S. News & World Report. These letters 
represent a cross section of what the 
public is complaining about. 

Back home, there is demand that new 
laws be passed, that old laws be changed. 
In many cases, the letter writers ask their 
Congressmen for direct assistance, in- 
formation or advice. 

Dollars-and-cents problems related 
to daily living appear to be troubling 
people most. 

High prices bring widespread com- 
plaints. Constituents are asking why 
prices are so high, and are urging the 
Congressmen to find ways of rolling 
them back. Even though Congress ended 
its special session more than three 
weeks ago, letters on the subject of 
prices still are numerous. Many writers 
want to know when Congress is coming 
back to do something about the cost 
of meat, butter and clothing, and urge 
that Congress stay in session until prices 
are lower. 

The housing pineh is responsible for 
another flood of letters. People ask, “How 
can I get a house?” From all parts of 
the country, people are inquiring how 
the new housing law will help them and 
how they can take advantage of it. 

Shortages or possible shortages are a 
source of worry to many persons. Right 
now, with the autumn and winter sea- 
sons nearing, they are asking Congress- 
men to guard them against shortages of 
coal, gas and fuel oil. 
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Shortages 


Taxes are closely related; in the minds 
of many people, to the problem of “mak- 
ing both ends meet.” Some letter writers 
object to efforts of the Treasury to collect 
taxes on incomes they received four or 
five years ago. Repeal of the oleomar- 
garine tax is urged by thousands of house- 
wives writing in. They want to know 
why the tax was not repealed at the spe- 
cial session. Some women ask repeal of 
the excise tax on cosmetics. 

The heavy mail on all these problems 
of daily living apparently reflects the 
difficulties people are having as they try 
to meet the new situations growing out 
of the war. 

Communism and spies are the sub- 
jects of hundreds of letters received by 
members of the House Committee on 
Un-American Activities. Most of these 
approve the current hearings and express 
the view that any spies in the Govern- 
ment should have been rooted out long 
ago. However, Congressmen who are not 
members of the Committee say they are 
receiving almost no mail at all about the 
spy hearings. 

Military service and problems re- 
lated to it are the basis of a large number 
of letters received by every member of 
Congress. 

The draft is a subject of wide interest, 
and members are getting many requests 
for copies of the law. Merchant-marine 
veterans complain because the draft law 
does not exempt them. Medical students 
want to know if they will be drafted. 
Some fathers ask how their sons can avoid 
the draft. Occasionally there is a com- 
plaint about draft-board appointees. 

Commissions in the Army, Navy and 
Air Force are sought by many men in all 
parts of the country. Such requests have 
multiplied since the draft law was passed. 
Appointments to the Military Academy 
at West Point and the Naval Academy 
at Annapolis also are much in demand. 

Men now in service are taking a 
variety of problems to their Congress- 
men. Soldiers overseas are making re- 
quests for help in getting extended leave, 
so they can return to the U.S. Usually they 
want to see sick relatives, or to deal with 
financial problems at home, or to attend 
to other family troubles. Servicemen near- 
ing retirement, express worry over the 
possibility that the international situation 
will prevent them from being retired after 
the ordinary amount of service. Others ask 
for help in court-martial cases, or in 
obtaining discharges. 


—Harris & Ewing 
POSTPAID WORRIES 
“How can | get a house?” etc. 


Veterans and their problems, as a- 
ways, account for a large part of the 
average Congressman’s mail. The vet- 
erans ask help in getting claims proc- 
essed, loans granted, or benefit checks 
expedited. Aid in locating servicemen’ 
graves overseas is frequently requested. 
Crippled veterans want to know how 
they can get homes under the new hows- 
ing act. 

Jobs and business problems are in- 
creasingly the subject of mail received. 
Requests for federal jobs are especially 
numerous in letters to Eastern Congress- 
men. Many letter writers seek jobs over- 
seas. Businessmen want their Congress- 
men to help them get more steel, or to 
restore the basing-point price system, or 
to aid in finding foreign markets. Farmers 
ask help in obtaining tractors or other 
scarce equipment. 

The letters request aid in many forms. 
Some constituents ask for visas permitting 
friends or relatives abroad to visit them. 
Entry of displaced persons or foreign 
brides is often sought. Many persons want 
to adopt foreign children. Occasionally 


someone complains about the handling of § 
p 


a loyalty case. 

Altogether, the type of mail being 
received by Congressmen indicates that, 
for the present at least, people are pre 
occupied with their own affairs and are 
not thinking about national issues, That 
attitude is expected to change, howevel, 
as the election campaign gets under way. 
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Farm States continue to show 
biggest gains in incomes. 

Industrial States have gained 
less, but still offer the most con- 
centrated markets for goods. 

Public buying power, despite 
price rises, continues above pre- 
war, still can absorb all the goods 
industry can produce. 

These are among conclusions 
to be drawn from official income 
figures just released. 


In measuring the U.S. market for 
goods, businessmen are handed an im- 
portant yardstick. This yardstick is in 
the form of official State-by-State fig- 
ures, compiled by the Commerce De- 
partment, showing postwar shifts in 
individual incomes. 

What the figures show, in broad 
terms, is this: 

Total income of individuals in 1947 
reached a record of $190,000,000,000, 
which was 11 per cent above 1946 and 
150 per cent above prewar 1940. 

Per capita income jumped to $1,323 
in 1947. This was 9 per cent above the 
per capita of 1946, and 130 per cent 
above that of 1940. 

Biggest gains in incomes show up in 
the region officially designated as North- 
west, which includes such important 
wheat-producing areas as the Dakotas, 
Kansas, Colorado and Montana. Other 
farm areas, enjoying record prices for 
their crops, also came in for heavy in- 
creases in 1947, 

Biggest markets for goods, however, 
when buying power is measured by indi- 
vidual incomes, still are concentrated in 
the industrial areas—in New England, the 
Central Eastern States, the Central States 
and California. These are the sections 
that get the heaviest shares of aggregate 
personal incomes. New York, with the 
country’s highest population, the highest 
total of individual income and a_ per 













capita income second only to that of 
sparsely populated Nevada, remains the 
top market for consumer goods. 
Smallest markets are found in some 
of the States that show the biggest gains 
in income. The Southeast, for example, 
has increased far more than the national 
werage in per capita income, yet this 
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WHERE INCOMES RISE FASTEST 


Sales Planners’ Guide to States’ Markets 


area still is 37 per cent below the na- 
tional per capita income. Nevada, with 
the highest per capita income in the 
country, has the lowest income per square 


mile, because it has a smaller density of . 


population than any other State. 

Income shifts around the country 
since prewar 1940 are shown by the map 
on pages 22 and 23. In terms of markets 
and buying power, here is what the pat- 
tern means: 

New England has gained less than 
the national average in individual in- 
comes, yet the area still is a lush mar- 
ket for consumer goods. The per capita 
and aggregate incomes of these States 
were above the national average in 1940, 
and have remained above average ever 
since. For New England as a whole, the 
per capita income in 1947 was $1,444, 
about 9 per cent greater than the na- 
tional average. Furthermore, the density 
of population for the region is three times 
the density for the whole country. Thus, 
on the basis of population as well as in- 
come levels, New England is important 
in any selling plans. 

The Central East, the industrial tier 
of States from West Virginia northward 
and eastward to New York, shows the 
same trend. Income gains have fallen 
below the national gain, but the region’s 
per capita income still is 18 per cent 
greater than that of the country as a 








whole. The District of Columbia, living 
mostly on the Government, shows only 
a 50 per cent increase in per capita in- 
come since 1940, the lowest rate of gain 
in the country. However, the District of 
Columbia, completely urban, has the 
country’s highest income per square mile, 
As a region, the Central East has the 
highest density of population in the 
country, and is equaled only by the Far 
West in per capita income. 

The Southeast is growing in impor- 
tance as a market area. The region’s gain 
in population since before the war has 
been close to average, and its gain in per 
capita income has been far above aver- 
age. However, not one of the 11 States 
in this region had reached the national 
average of individual incomes in 1947. 
Mississippi, with a $659 per capita, was 
the lowest in the country. For the 11 
States, the per capita income was $833, 
or 37 per cent below the national 
average. 

Population also must be considered in 
measuring the Southeastern market. In 
these 11 States, the population is 57.5 
per square mile, compared with a na- 
tional average of 47.2. Even so, the in- 
come per square mile in the Southeast 
is well below that of the country as a 
whole. 

The 14 States with the lowest per 
capita incomes in the country include 
every one of the 11 Southeastern 
States. The others are Oklahoma, 
West Virginia and New Mexico. 

The Southwest, too, offers a 
developing market. This area 
gained 15 per cent in per capita 
income in 1947, and showed a 
171 per cent gain in the seven 
years since 1940. Here again, 
however, the per capita income 
still is considerably below the na- 
tional average. Also, the popula- 
tion for the region is only 18.6 per 
square mile, which is less than 
half the population density for 
the country as a whole. In the 
four Southwestern States, the pop- 
ulation ranges from 4.5 per square 
mile in New Mexico to 33 in 
Oklahoma. 

The Central States, including 
such important industrial areas as 
Ohio, Michigan and Illinois, have 
kept up with the national increase 
in per capita income, and_ in 





—Gray in Chicago Sun-Times 


‘THERE'S A LONG, LONG TRAIL AWINDING’ 


1947 showed a per capita level 
higher than that of the country as 
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Persona ncome: Per 
“ C 
1940 1947 WASH, 
Continental U. S. $575 $1,323 ‘4 
New England 725 1,444 yA MONT. 
Connecticut 827 1,671 . DAK 
Maine 509 1,128 186% . 
Massachusetts 766 1,449 ° 
New Hampshire 546 1,148 4 1% 
Rhode Island 715 1,521 
Vermont 521 1,183 OREG 
Central East 752 1,559 
Delaware 896 1,646 116% IDA. 
District of Columbia 1,080 1,624 ° 19 e DAK 
Maryland 713 1,465 : 3% W $a 
New Jersey 803 1,542 YO. % 
New York 863 1,781 
Pennsylvania 628 1,372 WM 143% 
West Virginia 398 1,031 Ill ° 
Southeast 322 833 
Alabama 268 837 NEy 
Arkansas 252 710 . EBR 
Florida 471 1,104 12 ; 
Georgia 315 sss 0% 
Kentucky 308 sso §6% 
Louisiana 357 892 
Mississippi 202 659 COLO 
North Carolina 316 890 * 
South Carolina 286 778 1839 
Tennessee 317 916 % 
Virginia 450 1,064 KAN 
Southwest 399 1,081 | 
Arizona 473 1,120 212 
New Mexico 356 1,053 
Oklahoma 356 930 Ss 
Texas 413 1,128 
Central 605 1,391 0} 
Ilinois 726 1,624 
Indiana 541 1,287 N. MEX. 
lowa 485s 1,144 16 
Michigan 649 1,424 196% 
Minnesota 509 1,195 , ° 
Missouri 505 1,197 
Ohio 643 1,441 
Wisconsin 516 1,337 
Northwest 454 1,373 
Colorado 524 1,482 
Idaho 440 1,290 
Kansas 422 1,315 i 
Montana 574 1,641 
Nebraska 433 1,238 i} 
North Dakota 368 1,678 | 
South Dakota 376 1,348 
Utah 480 1,208 
Wyoming 60S 1,472 
Far West 750 1,559 
Caiifornia sos 1,643 
Nevada 836 1,842 
Oregon s79 1,253 
Washington 632 1,395 
Copyright, 1948, By The United States News Publishing Corporation rox 
a whole. This area includes both farm- where the population density is below  centrated, however, as these figures might centre 
ing and industrial areas. The big indus- the national average. Density is highest indicate, The population is only 9 per § of pe 
trial States—Illinois, Michigan and Ohio— in the industrial States, reaching 186.6 square mile, which is less than one fifth F howe 
showed the region’s smallest gains over per square mile in Ohio. of the national average. count! 
re\war Oz 7A OA7 cA 6c: m le: ° , Sr ; 7 
prewar 1940, yet in 1947 these same The Northwest, cashing in on high The Far West—California, Nevada, Cor 
States still led the region in per capita wheat prices, passed the national aver- Oregon and Washington—offers another incom 
income. Iowa, an important farm State, age in per capita income in 1947. The expanded market. The population of this Bu) 
on the other hand, showed the country’s regions increase was 202 per cent over area has shown the nation’s greatest in- whole 
, x aS rear 7 rT Os it: 1 .-) > Cc 4 —— meee y Ty ° ¢ . * : 
en — gg nay In per capita income 1940, and 19 per cent over 1946. North crease since 1940, and the per capita in- were 
velow 1946. T 7 decline, about 1 per Dakota showed by far the biggest gain come in 1947 was greater than the na in 19 
cent, was traceab e to a short corn crop. — in the country—42 per cent over 1946, tional average. California, with a $1,643 J man 
The farm States of Iowa and Minnesota and 356 per cent over 1940. The North- per capita income and a_ population 0 same 
are the only ones in the Central region western consumer market is not as con- 62.6 per square mile, is the really con ff with 
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Pitjcreases, by States, Since 1940 
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capita income since 1940, the average 
man still is better off than he was before 
the war. Current high incomes are backed 
up by a tremendous backlog of wartime 
savings, so that the public still appears 
capable of buying all the goods that in- 
dustry can produce. 

The market pattern, despite rises in 
personal incomes ‘all over the country, 
has not changed greatly since before the 
war on a per capita basis. There have 
been population shifts, but, so far as per 
capita incomes are concerned, the regions 


centrated market in this area. The growth 
of per capita income in all these States, 
however, has lagged behind that of the 
country as a whole. 

Conclusions to be drawn from the 
income pattern are these: 

Buying power for the country as a 
whole continues at high levels. Price rises 
were greater than per capita income rises 
in 1947, which means that the average 
man lost some of his real income. The 
same trend is continuing into 1948. But, 
with a 130 per cent increase in per 
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Source: Commerce ‘Dept. 


of the country are in about the same 
relative positions as in 1940. 

Farm areas show the biggest gains. 
Incomes in these areas, however, would 
be reduced quickly by any drop in agri- 
cultural prices. 

Industrial areas, especially in the 
East and Midwest, show the highest 
levels of public buying power. Industrial 
States, over the years, have offered the 
stablest and most concentrated consumer 
markets. These States still are in top 
place in the national market picture. 
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Last-Ditch Fight of Chiang Kai-shek 


Chiang Kai-shek’s China is 
near disaster. A last-ditch fight is 
under way to hold things to- 
gether until war is won. 

New currency, frozen prices, 
trade restrictions, censorship, all 
are part of a desperate campaign 
to stave off collapse. 

Real problem, still unsolved, is 
Communism. In spite of every- 
thing, war keeps going against 
Nationalist China. 


A complete crack-up is closer in Na- 
tionalist China than at any time since 
the end of World War II. Emergency 
measures, proclaimed by General- 
issimo Chiang Kai-shek, are required 
to hold the country together. 

The new decrees are more sweeping 
than anything President Chiang has 
tried before. But they deal only with 
economic problems, chiefly China’s gal- 
loping inflation. None of the decrees 
bears directly on the three-year-old war 
with the Communists, or touches the 
political problems smouldering inside 
Nationalist China. 

Success of the emergency measures can 
give both Nationalist China and Chiang 
Kai-shek a breathing spell at a moment 
when time is especially important. If the 
decrees are only halfway effective, Chi- 
ang Kai-shek probably will stay in office 
as the symbol of Chinese unity, and the 
country can recover from the present low 
point in national morale. There will be 
time, in addition, to devise new ways to 
deal with China’s economic distress and 
to check the Communist advances in the 
civil war. More help from the U.S. on 
top of the $400,000,000 now on tap may 
be forthcoming. 

Failure of the Chiang program is al- 
ready threatened, however. Black markets 
sprang up almost as soon as the economic 
controls were proclaimed. Price-freezing 
rules were ignored in most major cities. 

Opinion in Nanking is that complete 
failure of the new program will be disas- 
trous for the present Nationalist Govern- 
ment. Chiang Kai-shek, in that situation, 
may lose his job. There will be imminent 
danger of Nationalist China’s breaking 
up. The way then will be open for faster 
advances by Communists. And U.S. aid, 
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under these circumstances, is to seem far 
too little to change the situation. 

Chiang’s program is designed to 
save China from the last stages of infla- 
tion. He is gambling that there still will 
be time to deal with urgent political and 
military problems. On this theory: 

New currency, said by the Govern- 
ment to have 100 per cent backing, is 
replacing a currency that was losing value 





—International 
BEFORE SUN YAT-SEN‘S STATUE... 
... can Chiang avoid a crack-up? 


hourly, had not far to go to hit zero, (See 
page 48.) 

Prices and wages are put under a 
freeze order intended to return them to 
1937 levels. 

Government employes, especially 
those in higher brackets, are to take a 
drastic cut in salary. 

Government spending, at least for 
civilian purposes, is ordered brought 
down in line with Government revenues, 
which have been sufficient to cover only 
a third of operating costs. 

Taxes are to be increased, and meth- 
ods of collection overhauled. 

Foreign trade is subject to complete 
governmental control. Imports of non- 


essentials are to be discouraged, expors 
of all kinds encouraged. There is to }y 
a more vigorous crackdown on smuggler 

Strikes, interruptions to production, 
are strictly prohibited in the emergene, 

Censorship is ordered to prevent preg 
and radio from revealing black-marke 
prices for gold, the new currency, 
essential commodities. , 

Punishment for persons caught viola. 
ing any provision of the emergency (. 
crees may be death. , 

These drastic measures, President Chi. 
ang and his Government reason, ar 
necessary to cope with a desperate sity. 
ation. For, while the old currency wa 
becoming worthless, wholesale prices 
were doubling in the period betwee 
June 20 and July 29, and the cost of 
living in Shanghai was shooting up 16) 
per cent. Cost of borrowing money, for 
the ordinary businessman, was reflected 
in interest rates of as much as 65 per 
cent per month. Banks were discounting 
all checks by 30 to 40 per cent. Produc. 
tion was declining, stocks of coal and 
cotton were shriveling, trade was sliding 
downhill and capital was fleeing the 
country. 

On top of all this, the Yangtze River 
has once more flooded much of China’ 
rice bowl, hunger riots have become fre- 
quent, charges of official corruption per- 
sist and Communist gains have led to 
increased unrest in the universities. 

Question now being asked in Nanking 
is whether Chiang’s program can succeed 
as long as Chiang is on the losing side of 
the civil war. War has been costing the 
Nationalist Government 80 per cent of 
its budget, considerably more than it has 
been able to borrow or collect in taxes. 
Continued warfare, at that rate, is likely 
to put a severe strain on the new cur 
rency and other reforms. 

Communists’ victories, 
continue to pile up. The rebels now hold 
a third of all China, in spite of the fact 
that the Nationalists have larger armies, 
a monopoly of the air and aid from the 
U. S. in the form of munitions, planes and 


however, 


military training. By now, the Commu f 


nist armies control all Manchuria (except 
a sliver along the railway to Mukden), 
an important part of North China, and 
areas in Central China extending as fa 
south as the Yangtze. 

Communist victories have not all been 
won on the battlefield, either. They it 
volve political and economic revolution 
as well, factors that make the Comm: 
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nists difficult to dislodge, once they move 
into an area. 

In battle, the Communists make their 
smaller forces count by specializing in 
guerrilla warfare. Nationalists, with cities, 
railroads and industrial properties to pro- 
tect at the end of long supply lines, find 
much of their forces tied up in garrison 
duty, guarding outposts. Relatively small 
forces of Communists have been able to 
concentrate on these outposts and wipe 
them out or capture them, one by one. 

The superiority of the Nationalists in 
planes and guns has not seemed to check 
the Communists. One reason is that the 
Communists acquired a large stock of 
Japanese arms when the Soviet Army 
evacuated Manchuria. Another reason, 
according to U.S. military observers in 
China, is the success of the Communists 
in capturing arms from the Nationalists. 

Communist officials claim that in one 
relatively quiet month, for example, their 
forces captured the following items from 
Chiang’s forces: 439 artillery pieces, 19 
rocket guns, 8 antitank rifles, 404 heavy 
machine guns, 1,745 light machine guns, 
2060 submachine guns, 37,199 rifles 
and carbines, 1,180 pistols, more than 
43,000 shells and 52,000 grenades, ap- 
proximately 7,657,000 rounds of ammuni- 
tion, 141 trucks, one landing ship, one 
icebreaker and one steamship. 

Behind the battle lines, the Com- 
munists are consolidating their. gains 
with an agrarian revolution. Landless 
peasants, a description that fits about 
three out of every four peasants in China, 
are being given land the Communists 
take away from landlords and the oper- 
ators of big farms. This redistribution of 
property, as much as any other one thing, 
makes it easy for the Communists to hold 
the farm territory they conquer. 

It works this way: Peasants have for 
centuries wanted land of their own. The 
Nationalists, though promising land re- 
form, have thus far done little about it. 
Also, because of the war, Nationalist 
taxes are heavy and forced requisitioning 
may take as much as two thirds of a crop. 
By contrast, the Communists are giving 
land to the peasants and, so far, are 
keeping taxes and forced requisitions low 
by comparison. The result is both politi- 
cal support and fresh recruits for Com- 
munist armies. 

Chiang’s problem is to come up 
with an answer to this sort of opposition 
in the field, while fighting a battle against 
inflation at home. But his new decrees, 
though drastic, do not go so far as an 
agrarian revolution. His idea is to fight 
the Communists with the same weapons 
he has been using all along, and to rely 
on new ones to right things at home. It 
temains to be seen whether he can win 
on that basis. This may be his last chance 
to hold Nationalist China together. 
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AGRARIAN REVOLUTION: Landless peasants are won over by land grants 
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NATIONALIST TROOPS: Chiang‘s armor is being captured by Communists 
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CHINESE CURRENCY: New. bills for old is an emergency measure 
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CANADA’‘S PRICE-CONTROL BATTLE 


Cost of living in Canada, low 
in relation to U.S., is being 
pushed hard by inflation pres- 
sures. How to keep the lid on 
prices is Government's big worry. 

Few controls remain, yet threat 
of putting them back has helped 
to hold prices in line. Unions, too, 
have co-operated by demanding 
less in wage increases than U. S. 
workers have received. 


Canada is finding itself hard put 
now to keep prices from breaking 
through the relatively low levels that 
have been the envy of other inflation- 
harried countries. 

Trouble is that prices are being pulled 
upward, in spite of everything, by the 
sharp increases in U.S. Inside Canada, a 
booming demand for goods that still are 
relatively scarce is making itself felt. 

Wage increases, thus far, have prac- 
tically nothing to do with the pressure on 
prices. Although there have been some 
raises, unions in Canada have not made 
the postwar wage demands that have 
been made by U.S. labor. Most Canadian 
unions have tended to go along with the 
Government’s efforts to hold prices in 
check with a careful use of direct and 
indirect controls. 

The Government’s system has worked 
comparatively well, up to now. The cost 
of living, for example, is up only 57 
per cent above the prewar level, com- 
pared with 73.7 per cent in the U.S. 
Wholesale prices are 100 per cent higher 
in Canada than before the war, 118 per 
cent higher in the U. S. But that does not 
mean everyone in Canada is satisfied. 
Prices now are rising faster than the 
Government had expected. 

Inflation curbs have managed, so 
far, to retard prices pretty much the way 
the Government planned two years ago, 
when it set up its system of gradual de- 
control, What the Canadians actually are 
achieving, as a result, is a gradual price 
rise that makes the pinch of high costs of 
living somewhat less painful than it is in 
the U.S. Another expected result is that 
the jolt of a possible price break in the 
future will be less severe because prices 
will not have so far to fall. 

The Government retains the power to 
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revive its wartime regulations if things 
get out of hand. But the tendency is 
toward less, not more, controls. 

Price ceilings are an example. They 
now apply to butter, sugar, bread and 
flour, canned goods, some fresh fruits 
and vegetables and—on a_ provisional 
basis—milk, Rents are under ceiling, too. 
Ceilings can be imposed on other com- 
modities, however, without new laws. 

Standby controls, thus, are available. 
This fact sometimes proves almost as 
effective as a fixed\ceiling in preventing 
a runaway of prices, Last January, for 
example, sirloin steak shot up to 59 cents 
a pound, a high price for Canada at that 
time. The Government threatened to put 
on a price ceiling. Almost at once, the 
price slid back down to 58 cents. 

Standby controls aren’t \always effec- 
tive, however. Right now, Canadian offi- 
cials are worried about what will happen 
to beef prices. Since the January price 
flurry, Canada has lifted its embargo on 
shipment of cattle to the U. S., and U.S. 
buyers are paying high prices for Cana- 
dian beef. 

In spite of this inflationary influence, 
price officials here want to leave the ceil- 
ings off beef. They hope prices will not 
go up more than 10 per cent, and they 





expect not more than 100,000 cattle to be 
exported a year. Moreover, they believe ; 
ceiling much below U.S. prices coul 
not be enforced. Thus, the only wa 
to hold down beef prices effectiveh 
would be to halt exports. Farmers j 
Western Canada, who want high U,s 
prices, would not stand for that. Thys 
there is uneasiness about being able ¢ 
hold down beef prices. 

Subsidies and Government buying ¢ 
fixed prices also are helping to check jp. 
flation. Both are illustrated by the market. 
ing of Canada’s 372,000,000-bushe 
wheat crop this year. 

Canadian farmers sell all their wheat 
to a Government board at a fixed price 
Until recently, this price was about $1.35 
a bushel, Farmers could have obtained 
about twice that much for their wheat in 
the last two years if this arrangement had 
not kept them out of the world market. 

Farmers finally grew dissatisfied and 
started to shift from wheat to other crops, 
To correct that, the Government raised 
the buying price to about $1.80. It also 
raised its selling price to Britain, which 
takes nearly 40 per cent of the crop under 
a contract, from $1.55 to $2. Then, to 
equalize prices, the Government started 
to sell wheat to Canadian millers at $2 
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CANADIAN BEEF: If things get out of hand—there are controls 
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a bushel, but with a kickback of 45 cents 
in subsidy to the millers. 

All this, with the restoration of ceilings 
on flour and bread, is designed to placate 
farmers and housewives. Now the Cana- 
dian housewife can buy for 13 cents, on 
the average, a 24-ounce loaf of bread that 
would cost around 18 cents in the U. S. 

Wage increases, although not con- 
trolled, are held in check by such devices 
as mediation boards. Then, too, unions 
here are inclined to be conservative in 
their wage demands. Generally, they are 
supporting anti-inflation measures. 

The upshot is that wages, like living 
costs, have risen decidedly less in Can- 
ada than in the U.S. Wage rates in Ca- 
nadian manufacturing plants, for ex- 
ample, rose only 60 per cent between 
January, 1941, and the autumn of 1947. 
The comparable rise in the U. S. was 74 
per cent. Similarly, the first two rounds 
of postwar increases amounted to 25 per 
cent in Canada, 31 per cent in the U.S. 
Third-round increases are not expected 
to change that comparison materially. 

Financial and trade policies, too, 
are helping to slow inflation. Canada’s 
postwar weakness, in a world pretty well 
dominated by the U.S. dollar, was that 
she spent too many U. S. dollars for U. S. 
goods and collected too few dollars. 

Last year, for instance, Canada bought 
nearly $2,000,000,000 worth of coal, oil, 
steel, parts for manufactured goods and 
a host of other items from the U.S. At 
the same time, Canada’s sales to the U. S. 
brought less than half that amount. 

A situation like that would not have 


been alarming before the war; then, 
Canada usually had an unfavorable bal- 
ance of trade with the U S., and made 
up the difference with dollars received 
from sale of goods to Britain. But last 
year Britain could not pay Canada in 
dollars. Thus, the lopsided trade with the 
U. S. was pulling down Canada’s reserves 
of gold and dollars fast. There was even 
talk of devaluing the Canadian dollar, a 
step that would have been inflationary. 

The Government met this situation by 
clamping tight controls on imports from 
the U.S. and stepping up exports across 
the border. As a result, despite the in- 
crease in U.S. prices, Canada this year 
is buying only about $1,800,000,000 
worth of U.S. goods and is selling the 
U.S. about $1,300,000,000 worth. At the 
same time, reserves of exchange have 
climbed from $500,000,000 to more than 
$750,000,000. 

Debt retirement, too, is taking some 
of the wind out of inflation. Last year the 
Dominion Government applied a surplus 
of $670,000,000 to reduction of the pub- 
lic debt. Taking into account the differ- 
ence in population, this would have been 
the equivalent of an $8,000,000,000 cut 
in the U.S. debt. This year’s surplus is 
expected to be around $489,000,000. It, 
too, probably will be used in reducing 
the public debt. 

Net result of all these policies is that 
Canadians feel less price pinch than do 
their neighbors to the south. Rents are 
higher than in the U.S. Nonessentials, 
too, are selling at higher prices, but that 
is a normal condition. In buying such 





essentials as food, clothing, housefurnish- 
ings, fuel and electricity, Canadian con- 
sumers have a definite advantage over 
U.S. consumers. 

Many groups are not satisfied with this 
situation, however. Landlords do not like 
the rent controls. Some producers object 
to having prices held down. Unions, on 
the other hand, want to have.more items 
placed under price controls. Government 
employes are asking for a_living-cost 
bonus of $38.90 a month, with adjust- 
ments upward later if prices continue to 
rise. The Government realizes that it can- 
not please everybody, but it does try to 
correct inequities. 

For the future, price trends in 
Canada are uncertain. Prices in the U.S. 
have not leveled off and started down- 
ward as Canada’s planners had expected. 
U.S. prices, along with Canada’s booms 
in building and industrialization, are con- 
tinuing to exert strong upward pressures. 

The Government is planning to keep 
these pressures in check in the immediate 
future by continuing its present policies. 
Price controls will be kept in effect on 
a few commodities and will be available 
for use on others until next March 31, 
when the war powers on which these con- 
trols are based will expire. Plans now are 
to try to get along without controls, 
except on rents, after that time. 

Just what will happen in that case is 
uncertain now. It depends, to a consider- 
able extent, on price trends in the U.S. 
In the meantime, Canada has the beue- 
fit of living costs that. are lower than 
those in the U.S. 
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Rising Anger in Mexico 
Over Spiraling Inflation 


Reported from MEXICO CITY 


Serious troubles are rising in 
Mexico. Workers, squeezed by 
high prices, are growing restive. 
Disorders are spreading. 

Government promises of better 
times are not coming true. Protest 
marchers accuse officials of fraud, 
demand a shake-up. 

Disorders, unless checked, can 
turn into strikes and riots; can 
choke off supply of raw materials 
needed by U.S. piants. 


A U.S. neighbor, Mexico, is caught 
up in a growing inflation. Public 
grumbling is becoming widespread. 
Unrest, unless checked, can lead to 
strikes and disorders that would shut 
off the supply of Mexican metals and 
fibers needed by American industries. 

American tourists, vacationing here, 
see little of the causes of discontent. Hotel 
rates are unchanged. Gasoline prices are 
reasonable. The tourist dollar buys more 
in Mexico now than it has for years. 

But, among Mexicans, criticism of the 
Government has been building up for 
months. The belief is growing that the 





MEXICAN MARKET 
... the explosive area 


administration of President Miguel Ale- 
man has fallen down on promises to pro- 
vide a better living for the poor. Reports 
of graft, smuggling and speculation by 
high officials are leading to distr ist. : 

Now a jolt of inflation is causing real 
trouble. Tempers are getting short. Ten 
thousand disgruntled Mexicans marched 
through the streets here a few days ago 
demanding the removal of three high 
officials. Even before the current jump in 
prices there was mob violence in Puebla 
when bus fares were raised. Now, with 
food prices up, there may be serious dis- 
orders. The Government is trying to 
straighten out the situation before public 
demonstrations take a turn toward strikes 
and rioting. 

The price squeeze is making life 
almost impossible for the majority of the 
people living in Mexico’s cities. Even be- 
fore the peso was cut loose from the dol- 
lar, late in July, it was costing the worker 
in Mexico City about three times as much 
to live as in 1940. Yet wages had only 
doubled. 

Now, with the peso down to about 
6.80 to the dollar, from its old rate of 
4.85, prices of the few imports coming 
from the U.S. are up. What worries the 
Mexican worker, however, is the fact that 
Mexican products, too, are higher. It 
costs no more now to produce corn or 
beans than it did before the peso was 
unpegged. Handlers of Mexican products, 
however, have used the peso situation as 
an excuse for boosting prices 30 to 50 per 
cent. Wages, meanwhile, have stayed 
down. 

Result is that, even in families where 
every employable member is working, 
people have hardly enough money to 
buy necessities. Thousands of single per- 
sons and small families simply cannot 
make ends meet. The situation, thus, is 
explosive. 

Critics are blaming President Aleman’s 
associates for these troubles. Main target 
of their criticism is Finance Minister 
Ramon Beteta. They contend that Beteta 
caused the present wave of inflation by 
devaluing the peso. Other members of 
the President’s official family are being 
criticized almost as severely. 

President Aleman himself is not being 
blamed much yet. People are inclined to 
lay the fault on his advisers. Loyalty to 
the President is thinner now than it was 
a few months ago, however. It might 

















































—Juan Guzman 
FINANCE MINISTER BETETA 
... the main target 


wear through if the people don’t get a 
lot of relief from high prices. 

The Government's drive to bring 
down prices is centered on food. Higher 
costs of automobiles and other American 
goods are annoying the small wealthy 
class, but what hurts the common people 
is the prices they have to pay for such 
staples as corn, rice and beans. 

Price controls have been extended. Six 
basic items have been added to the list 
of nine foods that have been under price 
ceilings during and since the war. No- 
body expects this move to produce much 
relief, however, since price controls are 
violated habitually. 

Distribution of food at official prices 
by a Government agency, Distribuidora 
Nacional, is being stepped up. This 
agency, established during the war, has 
its own retail stores, and, thus, can con- 
trol prices to consumers who patronize 
them. 

Emergency markets are being set up 
by the Government. Farmers bring their 
produce to these markets and sell it 
direct to consumers, at official prices. 
Thus far, only two of these markets, both 
in Mexico City, are operating, but others 
are planned. 

Best prospects for success in the 
fight against inflation lie in the expansion 
of Government distribution of food and 
in the emergency-market plan. A good 
many Mexicans are tempering their criti 
cism of the Government until they see 
how these moves work out. 

If prices go down enough, most of the 
people may overlock other reasons {0 
discontent. But, if food stays high, there 
can be trouble so serious that Mexicos 
exports of materials needed by Americal 
industries will be affected. 
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>> Looking ahead, it's possible to single out a few things you can reasonably 

expect, a few you can reasonably discount, as this postwar world rocks along. 
Tension between East and West, "cold war," is to continue, like it or not. 
Bad feeling between U.S. and Russia is also to continue, unconcealed. 
Family trouble inside Soviet sphere, as in Yugoslavia, can be counted on. 
Moderate recovery is prospect in Western Europe, but with many a hitch. 
Two Germanys, Splitting Europe, hampering recovery, are also the prospect. 
Communist progress, setbacks to West, are to be expected in much of Asia. 
Heavy spending for arms is to be required of governments everywhere. 




















>> But other fears and hopes, held by some, can properly be discounted. 
Shooting war on world scale is Simply not in sight, despite all the fears. 
Sudden change in U.S.-Soviet relations, for better or worse, is unlikely. 
Internal collapse of Stalin's Russia is not a safe bet, either. 
U.S. of Europe is not to emerge any time soon. It's very long range. 
Real peace, enforced by a functioning United Nations, is too remote to see. 
Normality, say as of 1910, isn't coming back, might as well be forgotten. 

















>>» Point in all this is that it's unreasonable to look for sharp change, magic 
solutions to the world's biggest problems. It's not that kind of world any more, 
if it ever was. It's just not in the cards for diplomatic negotiations, secret 
or public, at Moscow or elsewhere, to startle the world with remarkable results. 
National interests are too much in conflict, differences too deep, for that. 

So you might as well get used to the idea of years of hostility between U.S. 
and Russia, years of unresolved conflicts. Solutions, when they come at all, are 
to come piecemeal. It's uncomfortable, hard on nerves, but that's the outlook. 


>> Facts, trends in Europe and Asia that account for this outlook: 

Moscow talks have had limited purpose, no assurance of general settlement. 

In Berlin, contestants are too unevenly matched for successful compromise. 
West has moral rights, but Russia has physical advantage, stands to win. 

East-West duel over divided Germany is Speeding up, not slowing down, as 
East hits economic snags, West spurts ahead, both rush rival plans to govern. 

U.S.-Soviet relations, never really close, now are going sour all along the 
line: trade, treatment of nationals, closing of each other's consulates. 

Soviet ambitions are reaching into Africa, in British territory, as well as 
into Middle East, while Communists keep the Far East in quite an uproar. 

Signs like these point to deep conflicts of interest among big powers, con- 
flicts which seem to be increasing, growing more complex, harder to settle. 














(over) 
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Inside story of Moscow talks, despite all the secrecy, is beginning to leak 
out. It reveals familiar tactics, does nothing to encourage wild optimism. 
This is how the first session in the Kremlin with Premier Stalin went: 
Agreement in principle came without too much difficulty on three points: 
(1) use of Soviet currency throughout Berlin, (2) lifting blockade on Berlin, 
































































(3) meeting of Big Four foreign ministers, later, to discuss all German issues, 
Note this was agreement in principle, not agreement on hard, practical details. 
Stalin then proposed, more or less as an afterthought, it would ease burden 
of Big Four conference if West would postpone formation of West German state. 
But _U.S., through Ambassador Bedell Smith, said that couldn't be done. And 
anyway, it would be January, maybe March, before West German state could really 
get going. That would leave time for foreign ministers' conference, time enough 
to drop plans for West Germany if Big Four could agree on unifying all Germany, 
Stalin seemed to agree, and everybody felt fine, for the moment. 
i 
>> At that point Washington stepped in, advised Smith to go slow, to count ten 3 
before Signing anything, clear everything with Secretary Marshall, ask for: is 
Assurance that Berlin's new currency would be under four-power control; LF 
Assurance in writing that Russia would not revive the Berlin blockade. a 
Then the bargaining began.- Then Mr. Stalin made way for Mr. Molotov. ahi 
First objection by Molotov was to four-power control of Berlin currency. oe 
Second objection was to West's draft of agenda for Big Four conference on give 
Germany. Mr. Molotov preferred his draft, disliked proposals of West that both yah 
drafts be considered by Big Four foreign ministers, kept on Saying no. tob 
Method behind Molotov's objection was to force foreign ministers to base 
plans for unified Germany on Soviet proposals. These, as Western officials see 
them, make it too easy for Communists of East to control all of Germany, give 
Russia golden opportunity to gain veto power over Ruhr, expand westward. 
On issues of this sort, quick settlement is out of the question. Power 
role of Big Two everywhere is at stake. That's why Moscow talks stretched out. 

; ‘ (é 
>> As things are working out, U.S. loss of a listening post in Vladivostok, $ 
: by Soviet order closing consulate there, won't cut U.S. off altogether. 

Uproar in Yugoslavia is now so loud that ordinary, old-fashioned listening 
post is outdated. Spies are superfluous. Marshal Tito can be heard everywhere. 
He offers, free of charge, an intimate view of life under Joseph Stalin. 
More than exchange of insults, exposure of dirty linen, is involved. 
: Proof is offered, for one thing, that the Kremlin can't crack down easily ie 
on a satellite state, if leaders in that state stand up on their hind legs. stril 
Moscow's control over satellites is not yet as tight as it is inside Russia. ni 
Soviet fear of war is shown, in so many words, in exchange of letters Tito use! 
’ had with Stalin. Russia refused to go to war over Trieste, to help Tito. 7 
ie Soviet fairy story, that Communist Party is separate from government, can't knot 
really speak for a Soviet state, is now demolished by hot words from Belgrade. fis 
Solidarity of Soviet sphere, idea that Russia and her satellites are just ' proc 








one big, happy family, is suffering new blows as YugoSlavia accuses Rumania of 
plotting Tito's overthrow, acting as tool for Stalin, betraying a sister state. 
Trouble for Stalin, moreover, is not limited to Yugoslavia. Poland may U 
break out next, is already worrying Moscow by signs of independence. 
If Soviet satellites keep on this way, West's listening posts are surplus. 
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1, For yeas Santa Maria Valley, in Cali- 
fornia, has been a steady producer of 
natural gas. But Santa Mariagascontains 
ahigh percentage of CO2—carbon diox- 
ide. As any high school chemistry student 
knows, COz will not burn. So in order to 
give the Santa Maria product sufficient 
B.T.U.’s to meet household require- 
ments, additional propane or butane had 
to be added to it. 


4. Take wax, for example. Every time you 
strike a match, buy a loaf of bread or put 
up a glass of homemade jelly you come 
in contact with paraffin wax—a very 
useful by-product of the petroleum in- 
dustry. Ever since the development 
of propane solvent refining it has been 
known that certain high melting point 
waxes were present in the residues left 
over from this modern lube oil refining 
process. 
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How the profit system reduces waste 
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2. This was wasteful in two ways. It took 
propane or butane that could be used else- 
where. And it wasted COz which, when 
extracted, has many commercial uses. 
(Among other things, CO puts the “fizz” 
in soda pop and makes dry ice.) Dry ice 
interested us particularly because it takes 
large volumes of CQ2. So when the mar- 
ket for dry ice developed toa point where 
it justified some rather large plant ex- 
penditures, we went to work. 





5. But until 1941 no one had perfected an 
economical way to extract them. After 
patient experimenting, Union Oil’s re- 
search department finally developed a 
process that would do the job. Since then 
this process has been converting residues 
—which used to be run back to fuel oil— 
into high-quality paraffin waxes. (The 
two grades of this Aristo Wax have melt- 
ing points of 143°/150° and 160°/165° F.) 







3. We built a CO2 extraction plant at 
Santa Maria and we have a dry ice plant 
under construction. As a result we can 
purify the natural gas so that it needs no 
additional propane or butane. And we’ll 
soon be able to turn the COz into a useful 
sales item. This example is typical of 
developments that are going on continu- 
ally at Union Oil: 





6. To us, these incidents are typical 
examples of how our free, competitive 
economy constantly reduces waste and 
inefficiency. The profit incentive keeps 
each individual and each individual com- 
pany continually striving for ways to 
increase the quality and usefulness of 
products. Consequently, you have the 
combined efforts of millions of people 
working on problems that are supposed 
to be solved in a planned economy by the 
handful of men who direct the State. 


This series, sponsored by the people of Union Oil Company, is 
dedicated to a discussion of how and why American business 
functions. We hope you'll feel free to send in any suggestions 


or criticisms you have to offer. Write: The President, Union Oil 





Company, Union Oil Building, Los Angeles 14, California. 
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September 3, 1948 


“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 
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Ww RUSSIA’S INFERIORITY COMPLEX bige 


BY DAVID LAWRENCE Sec 


When the Moscow Government closed her two 
consulates in the United States, something significant 
about the Soviet psychology was revealed. 

It wasn’t just a piece of inter-governmental friction 
as to how consuls should behave. Nor was it a simple 
matter of whether consulates should or should not be 
retained in either country. 

There was something deeper in the episode, beside 
which the very circumstances of the Russian teacher’s 
leap from the window of the consulate to escape the 
clutches of totalitarianism seem irrelevant. 

To all corners of the world the story of the Russian 
teacher’s experiences was broadcast. It had human 
interest as well as world-wide significance, for it em- 
phasized the way totalitarian governments operate 
even in foreign lands. 

Clearly the Russian consul bungled from beginning 
to end. But this was no excuse for similar bungling at 
Moscow, where the formal diplomatic notes of defense 
were authorized by Foreign Minister Molotov. Russia 
clumsily put herself in the position of attempting to 
deny the facts in the American Government’s note 
reciting what had happened and asking that the consul 
be recalled. 

Enlarging a minor incident: The logic of the situ- 
ation compels the belief that the consul acted on his 
own but that the Moscow authorities felt it incumbent 
on themselves, for rather strange reasons, to defend 
whatever he did. Thus, when the American Govern- 
ment showed before the world that the Russian consul 
was grossly in error, the Moscow Government had an 
opportunity to disavow the acts of the consul and 
without further comment to comply with the American 
Government’s request. This would not have hurt the 

standing of the Russian Government at all, because 
the observing world would merely have said the consul 
was a blunderer, and the incident would have been 
ended. 

When the Soviet Government announced, however, 
that it was closing its two consulates in the United 
States and revoking the license for two American con- 
sulates in Russia, it disclosed a state of mind which 
tells more than the months of bickering and the weeks 


strant 





of harassment in the Berlin blockade can tell us asfiwho w: 
the true causes of Russian behavior. report 

Thin skins in Moscow: A government that canggversati 
stand retreat or being caught in any mistake by goften f 
minor official must be pretty proud and thin-skinnejthey di! 
It certainly has no sense of give-and-take—the eggnad n¢ 
ments of ordinary sportsmanship. alta 1 

Pride is a form of selfishness—a tight clasping gt the | 
one’s honor or prestige or reputation no matter hojczarist 
insignificant the accusation may be. istic sp 

The nation or government which is big enough tM take 
swallow pride, confess error and make amends gains, ¢j Anot 
course, in the esteem of other nations and governments Fr 
The theory of the Christian philosophy is that one wig the 
admits error and makes amends not only strengthen amazed 
himself but improves his prestige in the eyes of othenp'™ Sec 
Where there is no real guilt, there is no “losing of fac tion fro 
such as the Orientals decry. There is indeed, if them" to 
can be such an expression, a “gaining of face.” though 

It is important for all of us to evaluate Russiaj aur 
behavior in terms of those defects which the individu ” fin 
so often manifests. For governments are a reflectio pomed 
of what the collective moods or attitudes of int — 
viduals happen to be. nificant 

The Soviets on more than one occasion have show words 9 
what the psychologists refer to as an “inferionty pPresidec 
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complex.” Sometimes in order to hide a sense d F I 
inferiority, the individual goes to the other extrem clectis 
and struts with a kind of pseudo-superiority. the fo 
Time and again there have been evidences of thi, the di 
Russian sense of inferiority and attempts at superic factio 
ity. Perhaps it is natural in a nation which lived sf = h 
t was 


many years under the despotism of the czars and the 
went through the throes of a bloody revolution. Thge™s Rus: 
fear of persecution from enemies within or withou the Worl 
establishes a mood of apprehension which goverg Sian is b 
many a step that may seem illogical to spectators. F “And wi 

Likewise, there is, especially under war condition The R 
a feeling of over-stimulated patriotism. A sense @ am. It_ 
nationalism develops that colors official action inst least ; 
and outside the country. The u 

This writer recalls, for instance, a conversation i negotiati 
1945 with a high official of the American Governmettll these Jas 
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of U.S. News & World Report are written in their entirety by the 
jemational news irrespective of the editorial views expressed here.) 





12 Editor, 1 
J forecast 


“| wholly disapprove of what you say but will BA 
defend to the death your right to say it.’ Eo 
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Urge to establish itself in eyes of world as equal of other nations drives Russia to 
range chip-on-shoulder belligerency—Sense of insecurity breeds aggressiveness 


Secrecy of negotiations at Moscow offers opportunity for compromises. 


‘Il us asif¥who was present at the famous Yalta conference. The 
report was that Stalin and his colleagues, in their con- 
at canngversations with the American representatives, more 
take by often referred to “Russia” and “Russian” aims than 
ey did to the “Soviets.” In fact, my informant said he 
had not noticed so much at Teheran as he had at 
Yalta that the Russian representatives had reverted 
9 the policies and aspirations of the Russians of the 
zaristic regimes. Here was an upsurgence of national- 
istic spirit which was evidence of a suppressed desire 
to take one’s place again in the family of nations. 
Another incident in point comes to mind. At the 
San Francisco conference which drew up the charter 
of the United Nations, most of the delegates were 
amazed when the Russians vetoed the idea of allow- 
ing Secretary of State Stettinius, head of the delega- 
tion from the country which was host to the confer- 
ence, to act as chairman. It was not an important point, 
though it had been diplomatic custom for the host 
government to be given that honor. When the dispute 
was finally resolved and four co-chairmen were ap- 
pointed, so that a delegate from each of the four major 
powers could preside over a plenary session, it was sig- 
nificant to note Foreign Minister Molotov’s opening 
words as chairman of the first session over which he 
| presided : 
“First let me express my thanks to you for 
electing me, the Soviet representative, as one of 
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ive show! 
nferionty 
sense ole 


xtreme 
a 3 the four Presidents of the Conference. Assuming 
es of thie the discharge of my duties, I express great satis- 
superior faction that Russian speech will be heard from 
1 lived this high international rostrum.” 
‘andthe Itwas a tremendous thrill for Molotov to be speak- 


ion. The'tg Russian to all the representatives of the nations of 
r withouge the world. It was as if he had said: “Think of it, Rus- 
1 gover sian is being spoken here.” The American might say: 
ators. § And why not?” 
onditiosf The Russian diplomat could not conceal his enthusi- 
- sense asm. It was as if Russia had gained for the moment 
jon inside at least a place of equality. 

The urge for equality: All through the protracted 
negotiations and exchanges of notes and propaganda 
these last three years, the Russian urge for recognition 
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either as an equal or superior to other nations has 
come out again and again. This is partly a reaction to 
the distrust and hostility which other nations have 
felt toward Communism, and it is partly due to the 
belief that the capitalistic nations actually are plotting 
the destruction of the Russian republic. 

Whatever it is, the misconstruction by the Russians 
of the viewpoint of other countries has brought no 
peace to the world. Nor can it be said that the Western 
countries have been as sensitive as they might well 
be to the psychological reasons that have actuated 
various steps taken by the Moscow authorities. 

The value of secret negotiation: In view of the 
almost childish tit-for-tat way the closing of the con- 
sulates was handled by the Russian Government, it 
must be said that the biggest piece of good fortune 
that has come in recent months has been the turn ’ 
toward secret negotiation at Moscow—a subject out- 
lined more fully on pages 11 to 13 of this issue. 

Plainly if there is any retreat, any concessions, any 
humiliation, it is better to have it happen in secrecy. 
Agreements, compromises, and conclusions when 
reached must never be kept secret, but the processes 
of negotiation cannot be carried on under klieg lights as 
heretofore. 

What can the world do to reassure Russia that no 
nation plans her destruction? This is a different matter 
from assuring the Moscow Government that its tenure 
internally is secure. For totalitarianism cannot endure 
forever. Peoples will eventually overthrow it. If a 
guilty conscience guides the Moscow Government 
today, it can save Russia by permitting the gradual 
return of liberty inside the country and by a manifest 
willingness to pursue a live-and-let-live policy with 
respect to other nations. 

The episode of the consulates gives one the feeling 
that the Moscow Government is perhaps more to be 
pitied than scorned and that there must be a way out 
other than war. It involves patience and an obedience 
to those religious principles and scruples which some 
day inevitably will come back to Russia. Only then 
can there be a conversion of spirit in her government, 
and this alone can ensure world peace. 
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Tasks for Secretary Maurice Tobin in the President's Cabinet 
And as Spearhead of Democratic Drive to Round up Labor Votes 


> Maurice J. Tobin, a confident, soft- 
spoken Boston political phenomenon, is 
settling into the job of Secretary of La- 
bor, a post that has been given a new 
twist. In addition to running his much- 
shrunken Department, Mr. Tobin is to 
serve as one of President Truman’s lead- 
ing campaign orators, with a special ap- 
peal to labor. 

In both these capacities, the man is 
little known to the public outside New 
England. Much has been written about 
the somewhat peculiar circumstances of 
his appointment. Mr. Truman sent the 
nomination to the Senate before Mr. 
Tobin accepted the job. He still hesitated 
before taking the appointment. And, to 
do so, he withdrew as a candidate for 
Governor of Massachusetts. It was gen- 
erally asserted that Mr. Tobin would 


greatly strengthen Mr. Truman’s can- 
didacy in Massachusetts. 

Some of these assertions now need re- 
vision, and the whole picture is incom- 
plete without an understanding of Mr. 
Tobin’s career and personality. 

Campaigner. Mr. Tobin plans to make 


a vigorous campaign among the unions, 
one that will take him to many sections 
of the country. He is to begin with a 
Labor Day speech in Akron, Ohio, be- 
fore a meeting that also will be addressed 
by William Green, president of the Amer- 
ican Federation of Labor. 

Mr. Tobin is well acquainted with 
many union leaders. Two terms as mayor 
of Boston and one as Governor of Massa- 
chusetts brought him into close contact 
with them. He has addressed many union 
conventions and, when running for office 
in Massachusetts, always had labor sup- 
port. He himself held a union card at an 
early age. 

He makes a vigorous, arresting speech. 
He talks slowly, usually in a low tone. 
His words are carefully chosen. Every 
syllable comes out clearly. His speaking 
technique is considered particularly ef- 
fective for the radio. He is handsome, 
boyish looking at 47, tall, broad-shoul- 
dered and erect. In one of his mayoralty 
elections so much was made of Mr. 
Tobin’s appearance that his principal op- 
ponent, James M. Curley, reminded the 
voters that an election and “not a beauty 
contest” was involved. 

Confidence. Mr. Tobin exudes easy 
confidence that Mr. Truman will be 
elected, a feeling that most political ob- 
servers obviously do not share. But the 
new Cabinet member thinks that, when 
the issues have been made clear, voters 
will respond to the President’s appeal. 
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Labor, he says, will be overwhelm- 
ingly for Mr. Truman. He predicts that 
practically all the international unions 
sooner or later will ~upport the Chief 
Executive. Massachusetts, he says, un- 
doubtedly will go Democratic. 

Cabinet member. Mr. Tobin brings 
some positive opinions into the Labor 
Department. He was quick to say he 
thought the Taft-Hartley law should be 
repealed, that the country should go back 
to the Wagner Act, with some changes in 
the light of experience. He thinks the 
“closed shop,” outlawed by the Taft- 
Hartley law, is essential to the smooth 
conduct of some industries, and_ that, 
under the law’s ban, such industries will 
be forced to bootleg arrangements with 
the unions. 

Mr. Tobin also pooh-poohs the con- 
tention that the Taft-Hartley Act has di- 
minished strikes. He says that the postwar 
outburst of strikes, like the strike wave 
that followed the first World War, in- 
evitably lessened and that the number of 
strikes would have dropped sharply, with 
or without the Taft-Hartley Act. 

The full effect of the Act, he says, will 
not be felt in a time of high production 
and full employment. But, he adds, if 


jobs should become scarcer, the [gy 
would be used as an opening wedge fy 
breaking up organized labor. Union men. 
bership, he believes, should be maip. 
tained at a high level and, if it should g 
down, the economy would suffer, Man 
“progressive employers,” he believes, re. 
ognize that this is so. 

Mr. Tobin also thinks that enough 
studies and emphasis have been devoted 


to labor strife. He would like to see mor § 


study and discussion of situations jy 
which there has been long-standing peace 
between management and labor and of 
how that peace was brought about. 
Above all, he thinks that both map. 
agement and labor must be fair and he 
is quick to say he appreciates there ar 
many shortcomings on the side of labor 
With the growth of union membership 
from 3,000,000 in 1933 to 15,500,000 
now, he thinks both sides have had to 
adjust their thinking a great deal. 
Bostonian. Mr. Tobin’s ideas an 
knowledge of labor problems were picked 
up along the way in a career that began 
when he left school at an early age to 
help along the family finances. The son 
of immigrant Irish parents, he held sever. 
al jobs before he finally went to work for 
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THE TOBIN FAMILY IN 1938, THE DAY HE BECAME MAYOR 


«+. atan early age—a union card 
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telephone company, where he joined 
» union. Night school and extension 
urses followed until Mr. Tobin had ac- 
wired a law degree. Meanwhile, he be- 
me interested in politics, through help- 
ga friend who was running for a minor 
ffice. 

\fr, Tobin himself won election to the 
Bite Legislature and then, beginning in 


931, put in four years as a member of 
he Boston School Committee. In that 


sition he attracted attention as a man 
ith a political future. In 1937, he was 
ected mayor in a six-man race. His prin- 
ipal opponent was the redoubtable Mr. 
uley, whose ideas of government Mr. 
Tobin has never hesitated to denounce. 


Hie was re-elected in 1941, again beating 


Mr, Curley. 
In 1944, Mr. Tobin was elected Gov- 


pmor. He is generally credited with hav- 


g given both Boston and the State a 
ompetent administration and having 
Khown a capacity for administrative 
york, 

While Governor, he had his only brush 
vith labor. A strike threatened on the 
street-railway system linking Boston with 
ts suburbs. Mr. Tobin seized the system 
n the name of the State. The men went 
back to work, and the case went to arbi- 
tation. They got what Mr. Tobin consid- 
red a good settlement. 

Running for re-election as Governor in 
946, Mr. Tobin was beaten rather badly 
by the present Republican Governor, 
Robert F. Bradford. He was attempting 
0 make a comeback in the Democratic 
subernatorial primaries when President 


EX-MAYOR CURLEY 
Mr. Tobin won over him... 


Truman called him to the Labor assign- 
ment, 

Appointment. Under the _ technical- 
ities of filling vacancies, it suddenly be- 
came apparent that, as the special session 
of Congress approached an unexpectedly 
swift adjournment, an appointment would 
have to be made at once. Senator J. 
Howard McGrath, of Rhode Island, 
Chairman of the Democratic National 
Committee, telephoned Mr. Truman and 
sold him on Mr. Tobin’s political prowess 
and interest in labor matters. Then he 
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—Acme 
GOVERNOR BRADFORD 
... but lost to him 


called Mr. Tobin, who, under the circum- 
stances, let his name be presented, but 
deferred an actual acceptance. 

Bostor: political observers say the situ- 
ation was this: Mr. Tobin was having 
trouble with his political comeback. Cam- 
paign contributions were hard to get. He 
faced an uncertain situation in the pri- 
mary, and, if victorious there, the general 
election would still have to be won. In 
the latter he would be opposed by Gov- 
ernor Bradford, who defeated him by 
160,000 votes in 1946. Accepting‘ the 
Labor post, many thought, offered a 
graceful way out, with an opportunity to 
build for later years. In view of Mr. 
Tobin’s defeat two years ago, these ob- 
servers found it difficult to see how he 
would greatly strengthen Mr. Truman in 
Massachusetts. 

Mr. Tobin, however, has another ver- 
sion, He says accepting the appointment 
was a duty that could not be disregarded. 

The Labor Department that Mr. 
Tobin takes over is a shell of its old self. 
Most of its important functions have been 
taken away. It has lost the United States 
Conciliation Service and the U.S. Em- 
ployment Service recently. Previously the 
Immigration Service and Children’s Bu- 
reau were taken from it. It now consists 
principally of the Bureau of Labor Statis- 
tics, which collects figures on all factors 
affecting labor. Under Mr. Tobin’s prede- 
cessor, Lewis B. Schwellenbach, Presi- 
dent Truman dropped the custom of 
turning to the Secretary of Labor for 
counsel in important strike situations and 
placed his main dependence on John R. 
Steelman, one of his immediate assistants. 

Running the Department obviously 
will leave Mr. Tobin plenty of time for 
his political campaigning. But, with the 
political situation what it is, most observ- 
ers think there is little future in his job 
—beyond next January 20, 
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Special Report. 


= extensive research on a problem of oy, 
standing importance in National Affairs: 


GROWING PRESSURE ON SCHOOLS 


Grade schools in most places 
will be more overcrowded this 
year than last. Teacher shortage 
remains. 

High schools, by contrast, have 
fewer pupils than in 1939-40. 
Colleges have more openings for 
freshmen than last year. 

School system, neglected in 
wartime, is overloaded now by 
flow of children from the baby 
boom. Taxpayers probably will 
be paying for a big expansion of 
the system soon. 


School troubles seem to grow, rather 
than diminish. Basic difficulties all 
stem from the fact that the school 
population is rising faster than schools 
are able to find qualified teachers or 
expand classroom space. 

The space shortage during the year 
ahead is officially described as “the worst 
of any time in American history.” In 
thousands of communities, parents will 
find in weeks ahead that their local grade 
schools and high schools are worse off, 
in some respects, than a year ago. 





Increase in Grade Pupils as Building Lag; | 


Yet the really big postwar wave of 
school children has not yet arrived. 

The unprecedented problem of 
the future is outlined in these latest pre- 
dictions of enrollment trends from the 
U. S. Office of Education: 

This school year, 1948-49, enroll- 
ments will reach approximately 29,067,- 
000 in kindergartens, grade schools and 
high schools. That is only 3 per cent 
above the prewar level, as the chart 
shows, but it is 12 per cent above the 
wartime low of 25,850,000 enrollments 
in 1943-44. Since then, enrollments have 
climbed steadily. 

By 1952-53, enrollments in elemen- 
tary and secondary-school systems will be 
swollen to 33,526,000. That is a 15 per 
cent rise in three years, greatest increase 
on record. School administrators, already 
overwhelmed by a smaller and slower in- 
crease, are afraid the quality of instruc- 
tion in grade schools is headed for a 
slump unless a big expansion of schools 
and staffs is started soon. 

Looking to the future, educators sum- 
marize prospects for this year and after 
as follows: 

In grade schools, the shortage of 
teachers this year will be increasingly 
acute nearly everywhere. Very few 
schools will show any improvement in 
staffs over last year. Approximately the 
same number of “emergency” teachers, 


= 


ON THE COLLEGE FRONT 
... the battle of the ‘‘bulge” will be in the laboratories 


with substandard teaching qualification; 
will be employed. 


The new teachers prepared for eleme;.f| 
tary-school work in the last year num. 
bered about 22,000, compared with ,ff| 


demand for around 50,000. Years wil 
pass before teacher quality is up to pa 


Less than three fifths of all grade-schol ff! 
teachers have four years of college prepa. 


ration, and more than one third have onh 
two years’ college background, or less, 

Classroom-space shortage worries 
more and more communities, too. Mor 
schools may have to adopt half-day ses. 
sions this year to accommodate large; 
enrollments with the same amount of 
space. 

The task of caring for the “war babies’ 
is just beginning. The first wave of chil 
dren born in the war period reached 
schools last autumn, when 3,087,000 en- 
tered kindergartens and the first grade 
This year, new enrollees will number 
3,368,000. Next year, about the same 
number of newcomers is expected. In 
1950 and 1951, incoming groups will be 
slightly smaller. But in 1952 the last big 
group of war-period babies will reach 
school age. New enrollments will total 
8,700,000 in 1952, according to official 
predictions. 

Greatest increases will be counted in 
such States as California and Oregon, 
where population has increased past all 
expectations, and in suburban areas, 
where population has increased faster 
than in cities or rural districts. 

Places with abnormally high enrdll- 
ments will have waiting lists for kinder- 
gartens and overcrowded classrooms in 
lower grades. A strange contrast is 
offered by thousands of empty  school- 
houses around the country, some a 
abandoned war-production centers, others 
in areas losing people in the postwar 
population shifts. 

If all pupils could be distributed evenly 
among the 1,000,000 existing U.S. 
schoolrooms, officials believe there would 
be room enough for all, though about 
500,000 of the rooms are obsolete and 
substandard. As it is, officials estimate at 
least 200,000 additional schoolrooms are 
needed to house the increased school 
population. 

High schools are much better off, 
relatively. Enrollment, now below prewal 
numbers, is to increase less than 1 pet 
cent this year. “War babies” will not reach 
high schools in large numbers until 1956. 
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Why Schools Are Getting Crowded 


(Primary and Secondary Enrollment) 








| 
scHOOL YEAR 


ENROLLMENT 


PREWAR 


bie 


RADE 














Source: U.S. Office of Education 


Teacher supply is adequate in Eng- 
lish, language and history subjects. A 
surplus exists in case of physical-educa- 
tion teachers, with two to three times the 
prewar supply. A serious shortage of 
home-economics teachers is reported, 
however. 

Demand for new courses in high 
schools poses the greatest challenge for 
high-school administrators. Phenomenal 
increases in vocational work are _pre- 
dicted, and many schools not previously 
dering vocational education are plan- 
aing to do so this year. 

Compared with 1946-47, enrollment 
this year is expected to rise 56 per cent 
in commercial studies, 20 per cent in 
home economics, 18 per cent in voca- 
tional agriculture and 18 per cent in 
trades and industries courses. One out of 
every two students will be taking voca- 
tional work compared with a prewar 
ratio of one out of five. 

This means heavier expenses for 
laboratories and shop and office equip- 
ment, and a reshuffling of school staffs. 
Most school officials appear to welcome 
the increasing emphasis on applied arts. 
They hope it is the start of a general re- 
shaping of the high-school system. They 
want to eliminate “1910 model” high 
schools, replace them with bigger and 

tter centers. 

Out of about 29,000 high schools to- 
day, 14,000 have 100 students or fewer. 
U.S. officials believe that, in place of 
these, about 10,000 larger schools, ade- 
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quately staffed and equipped, would 
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offer more education per dollar of cost. 

The trend toward bigger and better 
schools is well started. But high building 
costs—more than double prewar costs— 
are blocking many projects. Thousands of 
school districts already have borrowed to 
the limit, and still lack adequate schools. 
Altogether, elementary and secondary 
schools need about $7,400,000,000 worth 
of new buildings. Last year, the schools 
acquired about $250,000,000 worth of 
new construction, or less than 4 per cent 
of their needs. 

Colleges have their problems too. 
The colleges estimate they need at least 
$5,000,000,000 worth of new buildings. 
They have in hand, or promised from 
private donors, about $1,000,000,000. 

Some colleges, at least, will soon be 
facing the problem of maintaining enroll- 
ments high enough io justify their ex- 
panded capacities. The flow of veterans 
is slowing down already. The number of 
veterans expected to enroll this year is 
set at around 1,000,000 or about 100,000 
fewer than the record made last year. 

A few emergency institutions set up 
to take care of the first big rush of 
veterans already have closed their doors. 
Loss of veterans’ enrollments may put a 
serious crimp in the business plans of 
some other colleges, too. Tuition pay- 
ments under the GI Bill of Rights totaled 
nearly $1,300,000,000 through June 30, 
1948, with most of the money going to 
institutions of higher education. 

No increase in college enrollments is 
expected this year. Estimates agree that 


about 2,500,000 students, same as last 
year’s total, is the most to expect. This 
means that admission problems for high- 
school graduates are eased, though the 
more popular institutions will turn away 
thousands of applicants. Women stu- 
dents, particularly, will find it easier to 
get into colleges that had given veterans 
priority. 

But juniors and seniors in college work 
may return to even more crowded class- 
room conditions than before. A big ma- 
jority of veterans, freshmen and sopho- 
mores in 1946 and 1947, are juniors and 
seniors this year. The “bulge” thus is con- 
centrated in classes where most labora- 
tory work is required, laboratory space, 
equipment and instructors are scarce and 
cannot be expanded past certain limits. 

Trailer camps and barracks continue to 
be used on many campuses, Fees are not 
being marked up in most State-supported 
institutions, but many private colleges 
have raised fees as costs have increased. 

School troubles, most of them in- 
herited from the war, explain why added 
Government aid for the schools is a grow- 
ing national issue. Nineteen States have 
voted money to help local schools expand 
their facilities. A $300,000,000-a-year 
federal-aid program was passed by the 
Senate at Congress’s last session but was 
killed in the House by powerful opposi- 
tion from some religious groups and rep- 
resentatives of the richer States. And no 
matter where the money comes from, it 
seems clear that taxpayers are likely to 
find school costs rising in years ahead. 
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TESTS FOR SCOPE OF TAFT ACT 


Retailers, builders, laundries, 
hotels and other local businesses 
have a big stake in decisions 
coming out of Washington. 

The question for the business- 
man is: Does the Taft-Hartley Act 
cover my kind of business? Some 
answers are being given. 

It still is too early, however, to 
find a sure test that you as an em- 
ployer can apply to yourself. 


First clues to the policy that will be 
followed in deciding whether the Taft- 
Hartley Act applies to certain kinds 
of business are emerging from the Na- 
tional Labor Relations Board. These 
clues still are faint and contradictory 
and provide no sure test for an em- 
ployer to apply to himself. 

Decisions now being issued, however, 
serve to clear the air slightly on this 
question of the Board’s jurisdiction. The 
Board sometimes appears to be going in 
one direction in one case and in another 
direction in another case. Also, it does 
not always give its reasons for taking or 
rejecting a particular case. However, 
some trends are becoming apparent in 
the Board’s actions. 


—Standard Oil Co. (N. J.) 


THE OFFICE BUILDING: PUTTING IT UP... 
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How NLRB Decides If a Business Is Coverej 


Certain general tests sometimes 
are applied to determine whether a com- 
pany rates as an interstate business, and 
thus comes under the law on labor-man- 
agement relations. 

Volume of purchases made across 
State lines is one factor. If a considerable 
percentage of the products sold by the 
company comes from another State, 
NLBB probably will assume jurisdiction. 
The trouble is that decisions up to now 
do not specify what proportion of a com- 
pany’s purchases must come from outside 
its State. 

Volume of sales across a State line 
also is a determining factor in whether 
the Board will take a Taft-Hartley case. 
But here, again, no percentage of sales is 
specified. 

Effect on commerce also will be taken 
into consideration when a small company 
supplies services for a factory that sells 
in interstate commerce. NLRB has taken 
jurisdiction in one case involving a bus 
line that carries workers to an industrial 
plant. But it has refused jurisdiction in 
another bus-line case. Also, it has ac- 
cepted a case involving a laundry that 
washes uniforms of workers employed in 
a large factory. 

Differences within the Board. The 
Board’s policy on cases that it will and 
will not take will be expanded in the 
months aheac. Establishment of policy 
now is handicapped by differences with- 


cs 


in the Board itself. For example, Robes 
N. Denham, NLRB’s General Couns 
is urging the Board to take cases involy 
ing almost all types of business. He }y 
lieves few cases should be  rejecte 
NLRB Chairman Paul M. Herzog a 
other members, however, are not willy 
to go that far. 

The five Board members, themselye 
are not agreed on the types of cases thy 
should be taken. Their system of splittin; 
up into three-member panels to hand 
cases also leads to the confusion, 0; 
panel may vote to accept a case involving 
one kind of business, while a secoy 
panel may refuse to take jurisdiction oye 
another case involving the same kind ¢ 
business. 

Questions of jurisdiction still a 
being handled on a case-by-case basis 
Decisions are made as _ individual case 
arise. This makes it hard for an employ 
to know whether he is or is not subject 
the Act. He cannot rely on precedent 
built up under the Wagner Act, for th 
Taft-Hartley Act gives new authority 
and the Board may now take cases thi 
it would reject under the former law. 

Jurisdiction has greater meaning t 
employers now, as in many cases the 
are more willing to go before NLR 
than they were in the past, because und 
the Taft-Hartley Act charges can bh 
brought against unions as well as em 
ployers. 





AND .. . KEEPING IT CLEAN 


» »- does one group have more effect on interstate commerce than the other? 
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Such businesses as building construc- 
hotels, retail stores, restaurants, 
jundries and dry cleaners cannot be 
gre Whether they come under the Taft- 
Hartley law. They could be pretty sure 
that NLRB would not take Wagner Act 
ases involving them. \ 

Jurisdiction cases decided so far by 
\LRB on the basis of the general rules 
st forth above often lead to confusion. 
For example: 

Bus-line cases sometimes are accepted 
by the Bo: ud and sometimes are refused. 
It ordered an election among employes 
of a local bus line at Roanoke, Va., re- 
ently, although earlier it declined to 
take a case involving a local bus line at 
Salisbury, N. C. One test offered by the 
Board was that the Roanoke busses car- 
ried workers to and from a large factory 
engaged in interstate commerce. Also, 
it was the only bus line in the area. 

Grocery stores also may or may not 
get Board attention. The Board in one 
case ordered an election among chain- 
store employes in Florida, but in another 
instance refused the same union an elec- 
tin in a Texas grocery chain. 

The construction industry does not 
know how far the Board will go in its 
feld. Mr. Denham has obtained injunc- 
tions against strikes of some kinds in this 
industry, but the Board itself has been 
slow in laying down a general policy. The 
indications are that it will issue orders in 
disputes on big construction jobs, such as 
factories or power dams. Cases have been 
rejected, however, where only small 
building contractors were involved. 

Office-building maintenance work- 
ers, on the other hand, are held by NLRB 
to be outside the Board’s authority. By 
unanimous vote, the Board refused_ to 
order an election among scrub women 
and other maintenance workers of a gen- 
eral office building. NLRB decided that 


NLRB‘S CHAIRMAN HERZOG 


a strike among those who clean the floors 
of such a building would not have a seri- 
out effect on interstate commerce. The 
Board still has to decide whether a walk- 
out of workers who construct an office 


building is to be considered serious 
enough to warrant Board action. 
Auto dealers find that the Board 


members do not agree on the auto-sales 
field. In one case the Board took juris- 
diction, but only over protests of Chair- 
man Herzog. 

A wholesale bakery, on the other 
hand, was called a local enterprise, and a 
union was refused an election. 

A bank, in another case, was found to 
be in interstate commerce, and an elec- 
tion was ordered. 

Those are some of the cases that are 
being decided as NLRB tries to hammer 
out a definite policy on this issue of 
jurisdiction. 

Congress may take a hand in this 
issue before NLRB is through. Some 
members of Congress have proposed that 
the Taft-Hartley Act be amended in order 
to define exactly what types of business 
enterprise are to be subject to the Labor 
Board, An amendment of this type preb- 
ably will be discussed next year, although 
it may be difficult for Congress itself to 
agree on the exact limits. 


EFFECT OF GM RAISE 
FOR COST OF LIVING 


Rising prices have brought a pay in- 
crease for employes of General Motors 
Corp. The company’s much-discussed 
formula, tying wages to the cost of liv- 
ing, has started to pay off, and employers 
and workers generally are watching close- 
ly. The formula, although not widely 
copied this year, may affect the course 
of other wage negotiations in the future. 





AND .. 





—Labor Dept 
PRICE INDEXERS 
... points in Washington, cents in Detroit 


What has happened is this: 

The formula promises that wages will 
be raised or lowered every three months 
according to the rise or fall of the con- 
sumers’ price index of the Bureau of 
Labor Statistics. One cent is to be added 
or cut off for every change of 1.14 points 
in the index. The first adjustment is 
made in pay checks for next week. 

The index for July 15, just announced 
by BLS, stood at 173.7, a new high for 
the fourth straight month. Averages for 
1935-39 provide the base of 100 for this 
index. The mid-July figure was 4.4 per- 
centage points above the level for April 
15, the three-month period that com- 
prises the first stage of the formula. Thus, 
the workers get a raise of 3 cents an hour. 

The raise, on top of an 11-cent in- 
crease granted last May, brings the third- 





—Harris & Ewing photos 


GENERAL COUNSEL DENHAM 


.-. a difference of opinion on types and number of cases to be taken 
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No matter how long or rugged the trip 
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ployes to 14 cents an hour. This is 1 cen; 
above the pattern set by other auto firms 
which preferred to settle for a straight 
increase without the risk of later adjust. 
ments. The new raise will cost Generg| 
Motors about $63,600 a day for its 265. 
000 employes paid at hourly rate 
Salaried workers also will receive a 
adjustment. 

Looking ahead, the prospects for a 
additional raise next December for Gep. 
eral Motors workers now seem good, 
Prices appear to be on the upgrade. 

A pay cut, however, could be in store 
for these workers at a later adjustment 
point, before the plan’s two-year period 
has ended. If prices break, the wage cuts 
will follow automatically, down to q 
floor fixed in the plan. The compan 
agreed that it will not take away mor 
than 5 of the original 11 cents granted 
last May, regardless of how far the index 
falls. 

A guaranteed raise of 3 cents a 
hour also is promised for next May, with- 
out regard to price-index fluctuations, 
This is designed to improve the standard 
of living of General Motors employes, 

Future strategy of the CIO Aut 
Workers and other unions probably wil 
be based partly on the operation of this 
General Motors formula. The unions may 
not advocate that the formula itself be 
adopted, but they will use any raises 
won through the formula in General 
Motors as a minimum for demands 
against other firms. For example, the 3 
cents due next May in General Motors, 
plus any cost-of-living raises that come, 
will be cited as an excuse for higher pay 
in other auto factories, where contracts 
open up again next summer. 


FASTER MACHINE 
AS STRIKE CAUSE 


Reported from BIRMINGHAM, ENGLAND 


Union resistance to new production 
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methods is showing up in some British 
factories. This resistance, if it becomes 
widespread, can hamper the Labor Gov- 
ernment’s efforts to increase production. 

A recent sit-down strike at the Austin 
automobile plant provides an example 
In general, these protests are based o 
fears that workers will get lower piect- 
work rates on faster production mé 
chinery, with a loss of take-home pay. 

The Austin strike ended after the 
workers lost four days’ pay and Britain 
lost about 1,600 cars. Most of the plants 
output is being shipped abroad, bringing 
much-needed foreign exchange. The 
workers, in a formal statement, expresse? 
regret at this loss of export goods, bu! 
said that the new machinery combine 
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a 
with a revision of piecework rates was 
reducing their pay. 

The speed-up issue, as illustrated 
inthis Austin strike, centers around intro- 
duction of new types of machinery, The 
machines often are of U.S. design or 
copy AM rica’s latest production methods. 

Two new devices were installed in the 
justin plant: a drilling machine and a 
multispindle gear cutter. A workman 
who was sent into the plant to demon- 
trate the operation of the new ma- 
chinery was able to turn out 360 
operations on the gear-cutting machine 
ina shift of 8% hours. Management then 
proposed that the workmen assigned to 
ye the new machine be required to 
make an average of 330 to 340 opera- 
tions per shift in order to earn the same 
piecework income that they had been 
getting before on slower machinery. 

The workers, however, reported they 
were averaging only 280 operations per 





—Wide World 
IN THE AUSTIN PLANT... 
»».men and machines tangled 


shift on the new equipment. This meant, 
they protested, that they would suffer a 
cut in earnings amounting to about $2.50 
aweek, Earnings have averaged about 
$26 a week in the plant as a whole. 
The strike based on this cut in earn- 
ings Was not authorized by top officials 
of the union that holds a contract for the 
plant. Strikers contended that the firm 
had no right, under the contract, to 
modify the piecework standards in a way 
that would lead to a cut in earnings of 
the workers. The workers argued that 
the new production standard should not 
be set by a trained demonstrator, 

_ Outcome of the strike was that the 
sue of the piecework standards was 
referred to negotiations between union 
leaders and the company representatives. 
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Alberta, above any other single local- 
ity in the world, has the raw mate- 
rials for manufacturing the entire 
complexities of plastics. Here is coal, 
46 billion tons of it —oil in billions 
of barrels, natural gas in trillions of 
cubic feet, and lavish production of 
vegetable and dairy products. Here 
is cheap electricity, cheap heat. Here 
is an outstanding combination of all 


materials for plastics production. 


It is a virgin field for your industry, 
here in Alberta! 


THE INDUSTRIAL 
DEVELOPMENT BOARD 


Administration Building  |fgf 


AG-24 








My 


Cen 





The irrigated acres of Southern Alberta 
make possible unfailing crops for vege- 
table-derived plastics. Coal is mined 
throughout the Province, with an annu- 
al production of over 8 million tons. 
Alberta's oil fields produce everything 
from pitch oil to lubricating oils. Her 
forests contain vast, untouched acres of 
saw and pulp material. Raw-material 
samples, facts and information, will be 
sent gladly on request. Act now to build 
in Alberta — the industrial land of to- 
morrow, the free land of free enterprise. 





GOVERNMENT OF THE 
PROVINCE OF ALBERTA 


Edmonton, Alberta, Canada 
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ABOUT LABOR BOARD’‘S NEW LIMITS ON UNIONS 


The Taft-Hartley Act’s restrictions on 
unions now are beginning to be applied 
in a practical way. General policies laid 
down by Congress a year ago are being 
translated into specific decisions by the 
National Labor Relations Board. 

Decisions now emerging are the first 
of major importance since the law be- 
came effective. It has taken a year for 
these cases to reach the decision stage. 
Precedents are being set that will guide 
employers and unions in future relations. 
These precedents will stand unless they 
are upset by the courts or Congress. 

The most important case decided to 
date settles a number of questions that 
have been raised by employers and work- 
ers about the new law. In this decision, 
the NLRB finds that the CIO National 
Maritime Union violated the Taft-Hartley 
Act by trying to force ship operators on 
the Great Lakes to continue a_ hiring 
system that operated to give union mem- 
bers a better chance at jobs than non- 
union members. This is the “hiring hall” 
system which has been in effect in the 
shipping industry. Under it, ship crews 
are provided by unions from hiring halls. 

The decision touched on other phases 
of the law, too. It was broad enough to 
affect employers and workers in other 
industries. 


Is the “closed shop” outlawed as a 
result of this decision? 

Yes. The decision uphelds the Taft-Hart- 

ley Act in prohibiting the “closed shop,” 

under which employers can hire only 

union members. 


How about the “union shop’? 

The law permits a “union shop” only 
after a majority of the employes vote in 
an NLRB poll to approve it. NLRB offi- 
cials say that an employer can still sign a 
“union shop” contract, provided it is made 
conditional upon approval of an election 
later on. However, pending this vote, the 
“union shop” clause may not be enforced 
to compel all workers to join the union 
after being hired. 


Are some other types of union securi- 
ty prohibited? 

Yes. The Board’s decision prohibits any 
system that requires an employer to dis- 
criminate against an employe or job ap- 
plicant because he does not belong to a 
union. For example, this will prohibit 
the “preferential shop,” giving union 
members first chance at job openings. 


Are some strikes outlawed? 
Yes. NLRB rules that a union cannot 
strike to force an employer to grant the 
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“closed shop” or other illegal demands 
favoring union members over nonunion 
workers. A strike for the “union shop” 
would be legal, however, if -a majority of 
workers had approved the “union shop” 
in an NLRB election. 


What if the strike fails to get results? 
The strike does not have to be successful 
to bé a violation. A union violates the 
law if it strikes in an attempt to cause 
the employer to discriminate against non- 
union workers. 


Is it necessary to prove that a worker 
was refused a job because he did 
not carry a union card? 

No. NLRB rejects the union. theory that 

no violations can be proved until some 

job applicant has been rejected by the 
employer and then has gone to NLRB 
with a complaint. The Labor Board holds 

that the violation takes place when a 

union tries to cause an employer to ac- 

cept conditions leading to discrimination. 


Is peaceful picketing allowed in a 
case like this? 

No. A strike for an illegal purpose is out- 

lawed even if no violence is present. 


What will NLRB do about an illegal 
strike of this kind? 

When NLRB finds that a strike is in viola- 
tion of the law, it will issue a cease-and- 
desist order requiring the union to call 
off the walkout. If the union refuses 
NLRB can seek a court order enforcing 
its decision. 


Will NLRB order the union to pay 
damages to the employer for an 
illegal strike? 

No. NLRB holds that Congress did not 
give it authority to award damages to a 
firm where a union has been found 
guilty of cailing an illegal strike. Employ- 
ers, and unions, however, have recourse 
to the federal courts to seek damages for 
contract violations or certain illegal types 
of strikes or secondary boycotts. 


Will NLRB order a union to pay dam- 

ages in other cases? 
Sometimes. In one case, the Board or- 
dered a union to reimburse an employer 
for extra wages paid for work not per- 
formed. The union reportedly had forced 
the employer to pay overtime to six 
workers when only two were needed for 
the job. The Board approved an order 
for repayment of this extra money. This 
may not set a precedent, however, be- 
cause the union agreed to the order in 
advance. 





Also, NLRB indicates that it may order , 





































union to return excessive initiation fees Bus 
to an employe, under another section of J 
the law. This applies only to cases where . 
excessive fees are charged to get int Wh 
a union that holds a legal “union shop’ f 
agreement in a plant. The Board als P 
may force a union to pay back wages ty I 
a worker who was discharged illegally a I 
the union’s request. : 
Does a union have a legal duty to fi 
bargain in good faith? F 
Yes. The law now sets forth the same Cor 
general rules of bargaining for unions A 
that have been enforced against employ. il 
ers for more than 10 years. The NLRB 1 
says that it will follow in general, fo C 
unions, the rules laid down by the Boar la 
and the courts for employers under the Pp 
old Wagner Act. The old law did not re. 1 
quire a union to bargain in good faith. 0. 
Con 

Must a union reach an agreement? fc 
No. Neither the union nor the employe ti 
is forced to agree to terms, NLRB holds C 
However, the Board holds that a union $. 
violates the law when it tells management $. 
it will not talk about other issues until the cl 
employer agrees to grant an_ illegal st 
demand, such as a “closed shop.” to 
| Inde 

Another important question answered in ff la 
part by the maritime decision is based A 
on a provision of the Taft-Hartley Act $] 
making it illegal for unions to try to Fact 
coerce workers into joining the union 10 
The question is this: cc 
al 

Does a strike for a hiring hall violate in 
the coercion section of the law? in 





Not necessarily. NLRB holds that the 
CIO strike on the Great Lakes did not 
violate this portion of the law althoughit 
was illegal under other provisions. The 
Board believes that Congress intended 
the coercion section to apply only when 
a union engaged in physical violence 
and intimidation or used _ threats of 
economic action against specific workers 
to force them into a union. 














Is mass picketing a violation? 

Yes. NLRB says in recent decisions that 
an employer may discharge workers who 
participate in mass picket lines that keep 
other workers out of a plant. 










How about demonstration in a plani? 
NLRB also rules that an employer hada 
right to fire several workers who joinedif 
a mass demonstration inside the plant 
gates. The demonstration was staged by 
the union to prevent an outside firm from 
sending a truck and repair crew to dt 
work in the factory. 
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INDICATORS OF BUSINESS ACTIVITY 


Business activity picks up a bit after 
July doldrums. Trade and prices are 
in a rising trend. 

Wholesale prices, in the week ended 
August 21, erased losses of the 
previous week to regain the record 
level of 169.2 on the Bureau of 
Labor Statistics index. Textiles, 
hides, chemicals, metals and miscel- 
laneous items all were up. Manu- 
factured products hit a new high. 
Food dropped. 

Consumer prices continued to rise in 
August, as BLS reported the July 
index up 1.2 per cent from June, to 
173.7—fourth record in four months. 
Other goods followed food. Miscel- 
laneous goods and services rose 2.2 
per cent; fuel and ice, 1.7; food, 
1.3; housefurnishings, 0.6; rent, 
0.3; apparel, 0.1. 

Construction remains a strong prop 
for inflation. August new construc- 
tion is set by Department of 
Commerce at an annual rate of 
$18,200,000,000—up from a record 
$17,700,000,000 in July. Most 
classes made gains. Residential con- 
struction rose from $6,980,000,000 
to $7,080,000,000. 

Industrial construction, however, still 
lags. It was at $1,300,000,000 in 
August, $1,330,000,000 in June and 
$1,670,000,000 in February. 

Factory earnings, swelled by third- 
round wage increases, still add to 
consumer demand, as the chart 
above shows, A rise in hourly earn- 
ings for all manufacting from $1.32 
in June to $1.33 in July—despite a 
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drop in hours from 40.2 to 39.8— 
reflects the jump in pay rates. 
Weekly earnings held steady, as 
vacations cut into working time. 

In durables, hourly earnings rose 
nearly 2 cents, to $1.40, while work- 
ing time dropped a half hour. 

In nondurables, hourly earnings in- 
creased nearly 1 cent, to $1.25, de- 
spite a drop in working time. 

Employment holds at record levels. 
Nonfarm employment in July was 
up slightly to 45,059,000, despite 
vacation shutdowns. Manufacturing, 
construction, transportation, public 
utilities and finance all gained. July 


DEPARTMENT-STORE TRADE 





RETAIL TRADE 
COMMERCE) 


construction employment was at 
2,186,000, a peacetime record that 
probably was exceeded in August. 

Demand for goods and services ap- 
pears to get a push from the gains 
in employment and earnings. 

Sales of department stores, in the 
week ended August 21, were at 
323.5 on the indicator below. The 
July index, by contrast, stood at 312. 

Production, recovering in August, 
still is inadequate to meet demand. 

Industry output in July slipped to 187 
on the Federal Reserve Board index, 
from 192 in June. July factory pro- 
duction dropped to 193 from 198. 

Nondurable goods were chiefly re- 
sponsible, textiles and paperboard 
making the big declines. Vacation 
shutdowns cut into textile output. 

Durable goods were off slightly, 
particularly in iron and steel. 

An upturn in factory production came 
in August, however. The indicator 
below, at 197.3 for the week ended 
August 21, was up nearly to the 
June level again. 

Steel industry was to operate at 95.9 
per cent of capacity, against 93.1 
a month earlier. 

Auto output reached a weekly 108,- 
507, up from 107,174. : 

Gains in production show no pros- 
pect of easing pressure of demand 
against supply. Industry’s output is 
limited by material shortages. Fur- 
ther rises in demand, thus, continue 
to push up prices of most goods. 
No major change in the situation is 
counted on soon. 
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A thrilling experience is in store for the 
passenger who sets out on his first rail 
journey on one of today’s crack trains 
carrying the latest equipment. 

You speed along in a quiet, spa- 
cious interior that’s like a living room 
on wheels, while you read or just re- 
lax, watching the farms and villages 
fly past the broad panoramic window 
... Hungry? An appetizing lunch or 
dinner awaits you in a dining car 
that’s a decorator’s dream... Drowsy ? 
Just lean back in the roomy, com- 
fortable seat for forty winks... Or 


if you’d like to move about, step 


Been on a crack train lately 7 


right into the lounge car for a chat, 
refreshments, or perhaps even a movie. 

Cars that delight the traveling pub- 
lic are going into service in large num- 
bers on American railroads. Designers 
are making full use of modern mate- 
rials in planning these cars. Many of 
them are built with an extra-strong 
weight-saving Bethlehem steel called 


Mayari R. With Mayari R, cars can 








be made immensely strong, but light- 
er in weight and therefore easier to 
pull. Trains can run faster. And in 
making their swift journeys, many of 
these same cars roll on tough, depend- 
able wheels and forged steel axles 
made by Bethlehem. 

Fast trains that carry passengets 
on pleasure trips or business . . . trains 
that move crops, raw materials and 
manufactured goods . depend on 
steel, for cars and locomotives, as wel 
as for tracks and structures. Bethlehem 
makes steel in all of the many forms 


called for by the nation’s rail carrien 


BETHLEHEM STEEL 





SERVES THE NATION 








md 
st 


sh 
lo 


in 
pe 


ce 


Written ¢ 





Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Production, as measured by the Federal Reserve Board, has taken a rather 
sharp drop. But that decline should be viewed with skepticism. 

Postwar production is following a different pattern. Midsummer drops are 
larger than before the war. Vacation shutdowns are becoming fixed policy in 
more industries. But official statistics don't yet take this fully into account. 

Decline centered largely in nondurable goods and in mining. 

Textile and paperboard output dropped most sharply. These industries and 
coal mining were much affected by vacations. But many textile mills, now oper- 
ating on short weeks, really are waiting for orders to pick up. 

Prospect is that industrial production will push a little higher, bolstered 
by heavy demand for steel, machinery, rail equipment and automobiles. 





As the boom grows older, all segments of business are not in Step.cece 

Durable-goods lines are moving out ahead of nondurable goods. 

You can see this at the base of the economy--the manufacturers' level. 

Inventories of manufacturers hit a new high of $29,800,000,000 in June. Of 
the $400,000,000 gain in June, seven eighths was in nondurable goods. This 
means such things as clothing, shoes, beverages, paper are being made faster than 
they are being sold. Nondurable stocks were up 9 per cent in the first half. 

By contrast, stocks of durable goods were up only 4 per cent in the same 
period. Since production was heavy, this indicates demand continued strong. 

Sales of manufacturers show the same basic tendency. In June, sales of 
hard goods were up 9 per cent over May. But sales of nondurable goods showed 
only a 4 per cent gain. 

New orders of manufacturers in June showed a rise above May levels of 16 
per cent for durables but only 1.3 per cent for nondurables. 

But production cutbacks are Spreading in the nondurable industries. You 
see the trend in textiles, leather products, paper, paints, Soaps, cosmetics. 

As a result, stocks of nondurables are not out of line with sales. In 
fact, they are relatively smaller than manufacturers' stocks carried in 1939, 

Soft-goods manufacturers are watching retail trends closely. Tendency of 
most retailers in recent months has been to buy cautiously, to work down their 
stocks of nondurable goods. Retailers don't seem overloaded now. 
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F At the retail level, consumer spending is reaching new peaks. 
many 


Spending in the second quarter was at the annual rate of $175,100,000,000, 
showing a rise of 1.8 per cent over the first-quarter rate. Higher wages and 
lower taxeS gave consumers more to spend, more dollars to meet higher prices. 

Consumer incomes are to climb to even higher levels. Full effects of wage 
ssenges increases and tax reductions have still to show up. What's more, Government ex= 
.. trains penditures are in a rising phase, putting more dollars in people's pockets. 
als and & 
yend on & Despite all their dollars people are definitely bargain hunting. 

Cheaper merchandise moves fast. Department-store sales show that. 

Basement sales--bargain-counter stuff--showed a year-to-year gain of 1l per 
cent in the first half. Sales of the main stores were up only 4 per cent. 
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carriers, : i 2 s ‘ : 
This growing price consciousness puts manufacturers in a dilemma. 


Pressure on manufacturers to increase prices continues heavy. 
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TREND OF AMERICAN BUSINESS--(Continued) 





Third-round wage raises and boosts in costs of raw materials are making oats 
more manufacturers take second looks at price tags on their products. 
But_there's a new caution about raising prices, despite the heavy spending, he 
Thus, two big carpet manufacturers raised their prices moderately last week, Ms ¢ 
But the other large manufacturers refused to follow along. 











A radio-set manufacturer raised his prices in the teeth of the declining a 
trend in radio sales. Other manufacturers, thus far, are not following suit. _ 
In luxury lines, generally, manufacturers would like to cut prices, not e N 
raise them. It would mean cutting profit margins, but perhaps better sales. that st 
the fre 
To show exactly what's happening to sales of luxury goods: Act, E 
Cosmetics buying in the second quarter fell 31 per cent below the first- penne 
quarter level; jewelry was off 24 per cent; luggage, down 23 per cent; musical 
instruments, down 16 per cent; radios and phonographs, off 14 per cent; liquor YO 
sales, down 9 per cent. Fur sales normally show a sharp seasonal drop in this quant 


period, but they were off 14 per cent compared with the second quarter of 1947, past 


These trends serve to show that peak levels of consumer spending do not ze 


spell prosperity for everyone. High prices for the essentials are eating up an neitic 


unusual share of the consumer's dollar. fied | 
As luxury lines hit the skids, pressure builds up to remove or lower the Trade 
excise taxes on many of these goods. Somehow, prices must be cut. — 
custon 



































Odds now favor some tinkering with taxes next year..ee. total 
Excise taxes are the likeliest spots for any tax cuts. 
Income tax rates are not to be touched until 1950, if then. YO 
Sweeping reductions in excise taxes are not to be expected, either. jinin, 
A few selective cuts are possible. Much will depend on whether the Govern- with 
ment is operating in the black and on business conditions early next year. a 
Receipts from income and corporation taxes are bound to slip badly during tional. 
depressions. Excise receipts stand up much better. man ¢ 
1947, 
As things look now, assuming no alarming drop in business early in 1949: reinst 
Cuts will be centered in taxes on commodities showing declining sales and 
in taxes adding to the cost of essential commodities. YO 
Jewelry, furs and luggage, all carrying 20 per cent taxes now, are likely sell su 
13 candidates for cuts. If all three were cut back to 10 per cent, the previous der 
- rate, the loss in revenues would be $189,000,000 at the going rate of collections. poy 
i® Admissions tax might go back to 10 per cent, entailing a loss of $220,000,- ing, p 
000. The revenue loss could be curtailed by keeping the present rate of 20 per fore § 
cent but exempting lower-priced tickets. This plan is being discussed. author 
Tax on freight shipments probably will be reduced. This adds to the cost Econo 
: of most commodities just the way a freight-rate increase does. Trouble is, Pe 
i eliminating this tax would cost the Treasury $317,000,000. Po 
; To offset part of the revenue losses from such tax cuts, congressional ex- comm 
’ perts are considering broadening the excise tax structure. A‘new use tax on nary | 
motor vehicles is being mentioned. Soft-drink and candy taxes are possible. 
But a general sales tax is not in the cards. OI 
Liquor taxes will stay where they are. They produce so much revenue-- NLRB 
$1,471,000,000 in the year ended June 30--that it's difficult to touch them one 0 
until a big downward revision of all taxes becomes possible. have 
Sales of business machines, electrical appliances and the like are rising. you h 
Excise taxes on them don't seem to affect sales. No tax change is likely. ae 
: ; : : ; A sentati 
Taxes on radios and tires might be cut, but it is not likely. claims 


Congress faces a nice problem. Tax cuts here and there will look good to er’s ch 
the public. But the size of the budget for next year is not going to allow much aclain 
leeway. Especially if the debt is to be reduced. Outlays just for the armed 


forces, international aid and servicing the debt put a floor of at least $24,- Coni 
000,000,000 under the budget. Real tax relief seems a long way off. foe 
, REPOR 
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hat you as a businessman CAN and CANNOT do 
x3 a result of federal court and administrative decisions: 


yOU CAN, under certain conditions, 
kfely buy newspaper space to advertise 
our opposition to union organization. 
The National Labor Relations Board finds 
that such advertisements are protected by 
the free-speech clause of the Taft-Hartley 
Act, provided that they do not contain 
threats of coercion, 


* = #¢ 


yOU CANNOT, as a supplier, justify 
quantity discounts by basing them on 
past purchases made by a customer if 
those discounts result in price discrimina- 
tions that may substantially lessen com- 
petition, and if the discounts are not justi- 
fed by cost differences. The Federal 
Trade Commission orders a manufacturer 
ip discontinue use of a plan under which 
customers get discounts based upon their 
total purchases during the calendar year. 


* * * 


YOU CAN now discharge foremen for 
joining a union and can safely interfere 
with union activities of supervisors. An 
appeals court rules that the foreman sec- 
tion of the Taft-Hartley Act is constitu- 
tional. Court holds, however, that a fore- 
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man discharged prior to the Aug. 22, 
1947, effective date of the Act must be 
reinstated with back pay. 


* * * 


YOU CAN go ahead with contracts to 
sell supplies to procurement agencies un- 
der the foreign-aid program, ev 
though those contracts do not conform :o 
the Comptroller General’s new price rul- 
ing, provided that the sales are made be- 
fore Sept. 15, 1948, under procurement 
authorizations issued before August 15. 
Economic Co-operation Administration 
may ignore, within those dates, the ruling 
that applies the ECA Act’s price-limita- 
tion provision to bulk purchases of all 
commodities, including other than ordi- 
nay bulk commodities, such as coal. 


Se & ¢ 


YOU CAN, as an employer, petition 
NLRB for a bargaining election when 
one Or more persons or organizations 
have claimed recognition, even though 
you have not taken the trouble to de- 
temine whether those who claim repre- 
‘entation rights have any basis for their 
claims, The Board rules that the employ- 
ets chief duty is to let NLRB know that 
aclaim for representation has been made. 


YOU CANNOT avoid the burden of 
proof in claiming as income tax deduc- 
tion a loss suffered on sale of real prop- 
erty acquired in reorganization. An ap- 
peals court refuses to disturb the findings 
of the Tax Court to the effect that a tax- 
payer must prove such a loss. 


* * * 


YOU CANNOT, for the time being, 
get permits for the operation of experi- 
mental radio services classed as indus- 
trial radio, land-transportation radio and 
public mobile radiotelephone. Federal 
Communications Commission, explaining 
that comments received appear likely to 
result in substantial revision of proposed 
rules for those services, suspends consid- 
eration of all individual applications for 
such permits. 


* * * 


YOU CAN, as owner or manager of a 
small business, get information about 
sources and procedures in borrowing 
money in a pamphlet just issued by De- 
partment of Commerce. “The Small Busi- 
nessman and Sources of Loans” may be 
obtained for 15 cents from Government 
Printing Office, Washington 25, D. C. 


* * * 


YOU CANNOT count on continuing 
as owner or controller of more than seven 
standard-broadcast radio stations if new 
rules proposed by FCC are adopted. 
Proposals just announced also would for- 
bid any person or corporation from serv- 
ing as a stockholder, officer or director of 
more than 14 standard stations. 


* * * 


YOU CAN express your opinion of, 
and perhaps influence a decision on, pro- 
posed amendments to the Federal Re- 
serve Board’s Regulation W, on con- 
sumer-credit controls. FRB invites com- 
ments on the proposals, one of which 
would have the effect of making unen- 
forceable any contract that does not con- 
form to provisions of the Regulation. 


* * # 


YOU CANNOT, for tax purposes, 
count as “borrowed invested capital” 
sums advanced to you and acknowledge 
as a debt only by letter. The Tax Court 
holds that only forms of indebtedness 
specifically enumerated in the law may 
be included as borrowed capital. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U.S. News & WorLp 

RT, On written request, will refer interested readers to sources of this basic material. 
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EASING OF WORLD‘’S MONEY ILLS 


Reported from SHANGHAI, LONDON, PARIS and WASHINGTON 


Prospects of working the world 
out of its money problems are 
brightening a little. 

Growth of money supplies in 
some countries is tapering off. 
New control programs and new 
currencies are being set up. The 
Marshall Plan is giving Europe a 
lift. Production is gaining. 

But money reform still has a 
long way to go before the world 
gets back on its feet. 


Money troubles in some parts of 
the world are showing signs of easing 
up. Inflation is not over in these areas, 
and it may yet take drastic devalua- 
tions to get some currencies into line 
with their true values. Yet there are 
definite indications of improvement in 
a few important countries. 

Marshall Plan dollars, now flowing in 
increasing volume, are helping to relieve 
Europe’s dollar famine. In some coun- 
tries, brand-new currencies have been 
issued to replace old, worthless curren- 
cies. Deficit spending has been halted by 
most major countries. Money supplies 
are tapering off, getting more nearly 
into line with supplies of goods. Produc- 


tion, nearly everywhere, is picking up. 

All this leads some money authorities 
to believe that world prices have about 
reached their peak. 

Money supply—Currency in circula- 
tion and demand deposits in banks—of- 
fers one of the best gauges of what is go- 
ing on in world finance. 

In 1946, money supplies were three 
to four times prewar levels in the United 
States, Canada, Great Britain, Belgium, 
Union of South Africa and Argentina. 
Smaller increases showed up in neutral 
Switzerland and Sweden. India’s money 
supply had expanded four and one-half 
times. France, with an uncontrolled infla- 
tion, had increased her money supply to 
10 times the prewar level. 

In 1947, money supplies still were 
three to four times as large as before the 
war in the United States, Canada, Brit- 
ain and Belgium. The level had reached 
four and one-half to five times prewar in 
South Africa, India and Argentina. Mon- 
ey supply had jumped to 12 times the 
prewar level in France. Sweden and 
Switzerland continued to hold the line. 

In early 1948, the money situation 
was well enough in hand to permit nor- 
mal seasonal declines in the United States, 
Britain, Belgium, Switzerland, Canada 
and Sweden. However, expansions have 
continued in France, Argentina, India 
and South Africa. 

Control programs of one kind or an- 


: MT Bre ite : 


MOUNTAINS OF MONEY . 


other have been adopted by most of th 
major countries, The United States, whig 
still has a strong dollar despite the hig 
money supply and high prices, is moving 
to put a damper on private credit 
pansion. Britain maintains a system ¢ 
price controls and subsidies, and at th 
same time is trying to get at the root¢ 
inflation by increasing production, afte 
balancing the national budget. Frang 
now is getting started on a far-reaching 
new program to stamp out inflation, — 

Money troubles, however, are not yg 
licked. Some countries still find them. 
selves deeply involved in currency pmb. 
lems, 

In China, the Government is trying 
stop a runaway inflation by issuing a ney 
currency, but there are widespread 
doubts about whether this program wil 
be enough to solve the country’s mone 
ills, ; 

The new currency unit is called the 
“gold yuan,” and is given an official vale 
of four to one U.S. dollar. How far the 
depreciation goes is indicated by the fact 
that it takes 3,000,000 old Chinese dol. 
lars to get one yuan. 

Along with the currency reform come 
a drastic new system of controls, Wages 
and prices are to be regulated, Privat 
holdings of gold, silver and foreign cu 
rencies are being called in, with sever 
penalties for hoarding. Interest rates ar 
being lowered. Taxes are going up, an 
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. BERLIN AND SHANGHAI 


... for rival currencies, stalemate; for ‘‘gold yuans,’’ skepticism 
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1, Dishonesty of employes 


PROTECT 


your business 
against these 
Five Major 

Hazards with 


~> 


6 
Consult your Insurance Agent or Broker 


4. Loss of securities 


3. Loss outside premises 


5. Loss by forgery and alteration 


This Man can tell you how 


H E will tell you how Comprehen- 
sive Dishonesty, Disappear- 
ance and Destruction Insurance 
can give your business maximum 
protection against loss from com- 
monly -occurring employe dishon- 
esty, disappearance or destruction 
of money and securities . . . witha 
minimum of premium outlay. The 


sas | policy does away with several 


policies and bonds . . . some per- 
haps overlapping or so_ widely 
separated as to leave dangerous 
loopholes. 

Ask this man—vour local USF&G 
Agent—about this convenient pack- 
age of insurance protection. He 
knows your insurance problems. 
Consult him today. There is no 


obligation. 


as you would your Doctor or Lawyer”’ 











USF &G 


United States Fidelity & Guaranty Co., Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corp., Baltimore 3, Md. 


Fidelity Insurance Co. of Canada, Toronto 








“The National Guard Defends America... Join Now” 
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Government spending reduced. Imports 
are being controlled. Strikes are pro- 
hibited. 

Despite all these measures to protect 
the yuan, the program is being greeted 
with skepticism, in China and elsewhere. 
The Chinese Government asserts that the 
yuan will be fully backed by U.S. dollars, 
gold, silver and Government property. 
However, doubts are being raised about 
how much the Government actually can 
provide for such backing. 

Also, China has not yet overcome many 
of the difficulties that produced inflation 
of the old currency. The civil war costs 
80 per cent of the Government budget. 
As long as deficits continue, inflation will 
be hard to control. 

At least for the present, however, the 
Chinese are able to deal in money de- 
nominations of ones, fives and tens in- 
stead of in millions. Whether that can 
continue will depend upon what happens 
to the war and the general economy. 

In Germany, the root of the current 
money problem is the conflict between 
Russia and the Western powers. This has 
led to rival reform programs and rival 
currencies. Now the Berlin municipal 
government, its accounts blocked by the 
Russians, threatens to issue an emergency 
mark of its own. 

This is one of the quarrels involved in 
the current negotiations between Premier 
Stalin and the Western ambassadors in 
Moscow, Until the stalemate is settled, 
few believe that either the Western or 
Eastern currency program can be made 
to work effectively. 

However, in Western zones outside 
Berlin, there are some encouraging signs. 
Production is being stepped up. Food 
rations are being increased. The new 
Deutsche mark, as the Western currency 
is called, is winning public confidence. 

Berlin is where the rival currencies 
cause most friction. There, the money 
problem has become so trying that some 
U.S. authorities have begun to wonder 
whether the Western powers did not 
make a mistake, after all, in pushing 
ahead with their currency-reform meas- 
ures against Russia’s will. 

In France, the new Government is 
plagued by another flight from the franc. 
Frenchmen, apparently fearful that the 
program of Finance Minister Paul Rey- 
naud will lead to a further devaluation, 
are unloading francs on the black market 
for gold and dollars. This has had the 
effect of driving the franc’s black-market 
value down to 368 to the dollar, com- 
pared with 306 on the official free 
market. 

The Reynaud program includes wip- 
ing out the Government deficit by cut- 
ting costs and raising taxes. It also in- 
cludes a drive for production and exports 
and a tighter lid on imports of consumer 
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FRANCE’S REYNAUD 
... the franc in flight 


goods. Food-price controls are being 
lifted, but other controls are retained. 

In England, despite some signs of re- 
covery, the Government still is hard 
pressed to maintain the value of the 
pound. Among other difficulties, goods 
and money are escaping through the 
‘controls set up around the sterling area. 

One of the problems shows up in au- 
tomobiles, which are pushed for export 
but hard to get in England. A man in 
London sends pounds to a friend in Aus- 
tralia, for example, who then places an 
order for a British car for delivery in 
London. The Londoner, thus, gets his 
car out of the export quota, and England 
loses needed exchange. Even more seri- 
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SECRETARY SAWYER 
... the other side of the coin 





ous is a leak that has turned up in 4, 
Australian wool trade (see page 5])__ 

Money reform, thus, has « long \, 
to go before the world gets back a, 
where near normal, There are many y; 
solved problems to temper the optim 
of money experts. Nevertheless, impr, 


ments that have developed in jece 


months provide reasons to believe 4, 
outlook is brightening. 


BUSINESS LOANS. 
GOVERNMENT ADViC 


At a time when Treasury and Fede 
Reserve System are moving to retard {| 
flow of bank credit, another Governmey 
agency advises businessmen not { 
“skimp on money for your business,” 

“Don’t hesitate to borrow 
you can put the money to efficient 
and pay it back when due,” sy 
the Commerce Department. “Sloppi 
‘cramped’ credit practice is as ruinous} 
effective operation as a sloppy, cramp. 
shop or store; the only difference is thy 
you don’t notice it as much until it § 
too late.” 

This view is published with the bles. 
ing of Commerce Secretary Charles Say. 
yer in a pamphlet entitled, “The Sma 
Businessman and Sources of Loans.” | 
represents the other side of the coin « 
bank credit, making it clear that the Go 
ernment still recognizes the need { 
loans in cases where they are used t 
promote production or efficiency. 

Where to get new money mi 
decided case by case, but the Comme: 
Department offers these suggestions 

Local capital, put up by individu 
often is the most desirable kind of finan 
ing for a small business. However, s 
capital is not always available. 1 
pamphlet points out that some perso 
believe the tax laws discourage indivi 
uals from investing in any risk ent 
prises. 

Security sales usually are not feasi! 
for small businesses, as the cost may 1 
as high as 25 per cent of the amount «' 
the issue. 

Commercial banks ax 


so long i 


the readies 











































source of funds for small businessmen. 4 
local bank, even if small and limited 

funds, often is a better bet than a bigg 
distant bank, although big banks som 
times charge lower rates of interest tha 
small banks. Businessmen are reminti 
that they might be able to get ‘ter 
loans’—that is, loans repayable over 

period of years. 

Other sources discussed by the pa 
phlet include industrial-banking firm: 
small-loan firms, factors, commertit: 
credit companies, sales-finance compé 
nies, insurance companies, equipmet! 
manufacturers and Government agencit 
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ind Fede >> The British Empire is having money trouble again..... 

) retard Too many dollars being paid for Empire products never reach the British 
> freasury. Plugging the dollar leaks calls for new controls. 

isiness,” Trouble is, too many pounds are still floating around and too few dollars. 
Peds Struggle to get dollars results in devious ways of converting pounds. 
due,” sau Pounds can still be picked up for less than par in Paris and elsewhere by 
__Slopp French traders, for example. These pounds can be used to buy Empire products, 
ae such as wool and rubber. These products can then be sold at bargain rates to 
nee is thi’ Americans for dollars. The British Empire is out the dollars that it would 


er have received from direct sales of these products to the U.S. 


LONDON. ee e CANBERRA. ee e FRANKFURT. ee -PARIS. eee 











the bless. 
— >> Australia is complaining of this device, but it crops up elsewhere as well. 
Fhe ae Direct sales of Australian wool to the U.S. have been falling sharply. 


Loans.” | 
1€ COIN 0 But wool sales to French, Belgian, Dutch and Italian buyers have been un- 


-_ usually large. Much of this wool is being resold to the American market. 
1eed Ii 
e used | Australia could combat this reselling by limiting sales to countries to 


PY quantities and qualities they ordinarily use. That would really mean a return 


een to the allocations and export controls of war days. But that would be irri- 

stions tating and might turn some bona fide customers away from Australia. 

—— International allocations would not stamp out the practice, anyway. Natural 
ever, suc rubber is under international allocation. But Dutch traders are said to be 
ble. 1! buying Malayan rubber for sterling and reselling it for dollars. And the 
i af British count on Malaya as a heavy dollar earner. 

isk ent These dollar leaks are one reason why the British are reluctant to make 

+ feasit many pounds available to any clearing arrangement in Europe. The fewer pounds 

E may Ml available outside the Empire, the less chance for this type of deal. To protect 


mount (! the Empire, the British may have to cut down on the outflow of pounds even more. 














> readies 
sssmen. 4 European trade right now is drying up for lack of usable money. 


eo Pounds, among other currencies, are needed to start things up again. 
| a digg 
: That's why further restrictions on the pound would be serious. Thus, the 














ks som 

rest thal British are caught between the conflicting needs of the Empire and of Europe. 

reminat 

7 >> Meanwhile, industrial recovery in Western Europe is getting spotty. 
Industrial production last year showed a generally uniform rise. Virtually 

i every European country joined in the trend. 

nmerci: Production this year is a different matter. No general trend is shown. 

Brest Occupied areas, strange as it may seem, are making the best progress. 

agencies (over) 
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WORLD COMMERCE-INDUSTRY-= (Continued) 


Western Germany got a big shot in the arm from the currency reform late in 
June. July production jumped 10 per cent over June, to a point 58 per cent 
higher than the 1947 average. German morale is boosted by the appearance of 
more food and goods and the disappearance of some controls. Conditions in the 
Ruhr, especially, are better. Coal, iron and steel output are on the rise. 

Austria, too, is making a good showing. Prices are leveling off following 
the currency reform late last year. More electricity, more coal, more U.S. aid 
have helped Austrian production. Steel output is at record peacetime levels, — 

Norway, among the unoccupied countries, is making production records, espe. 
cially in capital goods. The. Norwegians are trying to build self-sufficiency, 








But other countries of Western Europe are having trouble moving ahead. —_— 

Britain is back to the postwar peak in industrial production reached last 
November, but cannot seem to push on into higher ground. 

France has fallen back slightly since May. Coal production has dropped. 

Belgium came close to the 1937 level in April, but was off again in May. 

The Netherlands has shown small declines since March. The postwar peak 
was reached as long ago as last October. 

Denmark has been sliding off since April, but is well above the 1937 level, 

Sweden has been pretty steady, close to the best levels since the war. 

Italy, to the south, still has a long way to go to reach prewar levels of 
production. Progress in that direction in recent months has been negligible. 





>> This leveling off in much of Western Europe doesn't mean that demands are 
‘being met. On the contrary, everywhere there is need for more goods, both for 
home markets and for export. Production bottlenecks are the trouble. 

Shortages of raw materials, eSpecially steel and other metals, cause fac- 
tories to work below top speed. Old machinery, breakdowns, scarcity of parts 
don't help either. ECA supplies will help with these problems. 

Biggest problem, though, is the human bottleneck--worker apathy. 

Nearly everywhere, it takes more workers more man-hours to do the same job 
than in prewar days. Low productivity stems from various causes. 

Habits formed under German occupation are not easily broken. The "slow- 
down" became a finely developed art during the war. The Dutch, the Belgians, 
the French, the Austrians claim their workers are still dragging their feet. 

But Britain faces the same problem. Coal miners seem to favor slow motion. 
Workers in shipyards go slowly to stretch out the work. Automobile workers 
object to using high-speed tools to boost production. New methods are suspect. 

Introducing American "know how" into European plants may not be easy. 

ECA officials are worrying about this worker apathy. A year ago, it was 
thought to reflect insufficient food, years of malnutrition. But food is more 
plentiful now and the attitude remains. 

‘The thought is growing in Washington that just putting more Supplies, more 
machinery into Western Europe may not do the trick, may not bring recovery. 
Basic psychology of the worker may have to be changed. More food, fuel and 
clothing and better shelter will help. ECA can help a lot with those things. 

ECA, also, hopes to help stabilize prices,turn back inflation in Europe. 

But, basically, the real trouble with the workers of Western Europe prob- 
ably is the fear that they are in for another war right on their own doorsteps, oe 
that they are living on borrowed time. That feeling is hard to combat. 
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A few days ago I was lunching with 
an acquaintance. We were joined by 
four of his friends—evidently in the 
advertising business. | was amazed at 
the financial aspects of their conversa- 
tion. They were discussing advertising 
expenditures that ran into the millions 
of dollars. I wonder how such huge 
expenditures are justified. 


No expenditure can be understood 
until it is related to what it produces. 
‘To answer your question, the court 
will first ask you a question or two, 
For example: What is your under- 
standing of the word “advertising?” 


Well, I see a good deal of it in various 
places but I might find it difficult to 
give a technical definition. 

The court will suggest a simplified 
definition. Advertising is nothing more 
nor less than duplicating a_ sales 
message, the essence of which is news 
about a product or service. Is that 
clear? 

Entirely. 

Then it is within the advertiser’s dis- 
cretion to buy as many “repetitions” — 
that is, pages of advertising—as his 
judgment dictates and his _ finances 
permit. 

The court’s explanation is very clear. 
But if an advertisement is merely a 
repetition of a statement or a claim, 
I should think that the advertiser 
could merely write duplicate letters 
to his prospective customers for a few 
cents apiece. 

You are right. He could. And for a 
few cents apiece. But the cost of a cir- 
cular letter including mailing charges 
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Circulation Guarantee 350,000 
plus a substantial bonus well in excess of guarantee 
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or $60. 


runs to at least $50. 
thousand letters. 


per 


Well, that certainly sounds cheap 
enough. 


Yes. It sounds cheap. And it calls for 
only a small outlay provided the 
advertiser has a very limited list of 
prospects. It must be borne in mind, 
however, that those companies who 
advertise in magazines are as a rule 
well established concerns whose pro- 
spective customers are counted by the 
hundreds of thousands, and in many 
cases by the millions. 

Does the court mean to tell me that all 
this advertising that I see around is 
cheaper than a circular letter? 

‘The court means to tell you just that. ’ 
If magazine advertising were not in- 
finitely less expensive than the use of 
circular letters, there would be no 
such thing as “advertising” as we 
understand the term. 

Amazing. 

Not so amazing when you analyze it. 
Magazines are printed on modern 
high speed presses ; they are distributed 
efficiently and it must not be forgotten 
their cost of production is lowered as 
the number of advertising pages in- 
crease. 

Lowered by how much? 

Specifically a letter delivered costs 
about 5 cents. A page in this magazine 
delivered costs only six tenths of a 
cent. It is because of this differential 
ratio of about cne to eight that makes 
advertising so economical and makes 
it pay in helping to increase the vol- 
ume of sales. 
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Life Around the World 


With cigarettes in Britain 70 cents a pack, 


smokers laugh sourly at U.S. price rise 


LONDON 


eects IN BRITAIN laugh sourly these 


days when told that Americans are 
having to pay a bit more for cigarettes. 
The British smoker really is up against it. 

Before World War II, cigarettes were 
plentiful here at the equivalent of 20 
cents for a package of 20. Now, they are 
extremely scarce. And the price of a 
package is 70 cents, of which roughly 60 
cents represents taxes. 

A basic difficulty is that most British 
smokers prefer cigarettes made with 
American-type tobacco. Britain lacks dol- 
lars to buy all the U. S. tobacco she could 
consume. And the British want to sell in 
the Far East a portion of their own output. 

At the same time, cigarette taxes have 
become a huge item of revenue for the 
Government. The upshot is a compro- 
mise. Some gift dollars from U.S. are 
used to buy American tobacco, but other 
dollar needs prevent unlimited buying. 

The British smoker, in effect, is ra- 
tioned. He gets enough cigarettes at a 
stiff price to produce the revenue the 
Government says it must have. But the 
population has risen and the smoker's 
appetite has gone up too. So the ration- 
ing, roughly on a 1939 basis, is constantly 
falling behind demand. 

In 1940, cigarettes were available in 
Britain at a rate of 68 per week for every 
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individual over 14. Now they’re available 
at a rate of 42 a week. Those have to be 
shared out among more smokers and 
heavier smokers. 

The result is long waiting lines during 
the few hours of the day that tobacco 
shops are open. Of course, many cig- 
arettes are reserved under counters for 
favorite customers. And a black market 
is developing, with packages offered at $1. 

The Government is sensitive about the 
cigarette shortage. Word, intended to be 
reassuring, was spread recently to the 
effect that the King was setting an ex- 
ample by cutting his own cigarette smok- 
ing to less than 10 a day. And for nearly 
a year there has been no smoking at 
Cabinet meetings. 

Efforts to grow American-type tobacco 
within the British Empire are being 
stepped up. But that is a very long-range 
project. And British smokers are slow to 
change their preference, which rejects 
anything but a close imitation of basic 
American tobacco. C. H. K. 


Saigon is beautiful, 
but business is bad 


SAIGON 

A THE LATEST COUNT, U.S. A. Saigon 

consists of exactly 23 Americans. It’s 

the smallest American colony in any 

major city in the Far East and is a fairly 

accurate measure of the immediate inter- 

ests of the United States in French Indo- 
China. 

Of the 23, about half are businessmen— 
a dozen at most. Seven others comprise 
the American consulate. The rest are 
missionaries. The businessmen represent 
four American companies—the total au- 
thorized to operate in Indo-China—two 
oil companies, a film-distribution com- 
pany and a press service that is contem- 
plating closing shop in Saigon because of 
foreign-exchange headaches. 

There are two reasons for the unusually 
small number of American businessmen 
here: The dollar shortage, and the fact 
that the French don’t welcome foreign 
competition. 

American products are conspicuous by 
their absence on the shelves of Saigon 


























































stores. The French maintain the tightes 
import and foreign-exchange controls of 
any country in Asia. Trade is a virtual 
French monopoly, with French concems 
handling 80 per cent of the imports and 
about 90 per cent of the exports. 
Generally speaking, American business. 
men who have come here to study invest- 
ment prospects have left after a quick 
look. They consider Indo-China under 
present circumstances as one of the worst 
investment bets in Asia. French relue- 
tance to permit outside investments is 
just one obstacle. They find many other 
deterrents: The Viét-Nam __ nationalist 
guerrilla army has occupied most of the 
country, wrecked communications, de- 
stroyed rubber plantations, created a 
critical labor shortage and made business 
in general a very insecure proposition. 
The few American businessmen who 
are operating here say that Saigon is any- 
thing but a bed of roses. They enjoy the 
beauty of the city, which is the best 
planned in the Orient. And they enjoy 
the food—which is excellent and inex- 
pensive. But they complain of the hous- 
ing shortage, which is the most acute in 
Asia. Several businessmen who have been 
here for some months still share a small 
room with four or five strangers. 
Moreover, they can’t go outside the 
Saigon city limits—except by air—without 
risking their lives, for the city is sur 
rounded by a no-man’s land overrun by 
guerrillas. Two American women, et- 
ployed by the consulate, were killed sev- 
eral months ago when they lost their wa) 
while driving in the outskirts of the city. 
Even in the city Americans are not 
free from danger. There is always the 
risk of being mistaken for Frenchmen 
and “catching” a grenade. One Americal 
has narrowly escaped injury twice, once 
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hen a grenade was tossed at his car 
don another occasion when a grenade 
as tossed at his home. 
© The Americans also find that they are 
Bearded with suspicion by both sides. 
he Nationalists are suspicious because 
Mey think the Americans are supporting 
He French, while many French suspect 
Wye Americans of pronationalist sympa- 
Whies. One American said that during his 
rst six months here every letter he re- 
eeived Was opened. : a 

“| wouldn't mind,” he said, “if only 
Hhey wouldn’t be so obvious about it and 
Iyse the dirty black local glue to reseal 
py letters.” im 


Poles’ 2-year strides 
in remaking Silesia 


WROCLAW, POLAND 
(formerly Breslau, Germany) 
‘HREE YEARS AGO, while this city was 
Tsai smouldering with war damage, 
two families of farm laborers from Cen- 
tral Poland moved to a German farm 
about six miles from Breslau. 

At that time there were about 80 Ger- 
man families left, but they consisted 
mostly of women, old men and children, 
since most ablebodied Germans had gone 
to the city before its siege by the Red 
Amy. Gradually, other Poles came, from 
the Eastern territories ceded to the Soviet 
Union, from overpopulated Central Po- 
land, from war-devastated - Northern 
Poland. And gradually the Germans left, 
selling their furniture at cut prices to the 
Poles. 

When I called at this farm two years 
ago, most of its barns and stables were 
still roofless, there were 11 cows and 3 
horses. I noted at the time that, if one 
wanted proof that the Poles had bitten 
off more than they could chew when they 
took over all the land east of the Oder- 
Neisse line, this half-wrecked, deserted 
fam provided it amply. Only with the 
help of troops was it possible to get in 
the harvest. 

I visited the farm again recently, ac- 
companying an official from the Polish 
Ministry of Agriculture on a routine in- 
spection. I found 120 Polish families in 
possession, the stables and cow sheds 
lull, heavy sheaves stacked ready for cart- 
ing and an average production up to 
the normal prewar years. 

Driven by the determination to make 
Silesia a going concern before Germany 
is strong enough to raise a voice for its 
retun to the Reich, the Poles have now 
completed the colonization of the rural 
areas, and probably would have filled the 













cities were they not in ruins. 

At this farm, Poles who worked as 
landless agricultural laborers before their 
atival are employed in the same capac- 
ity, though they live in former German 


SEPTEMBER 3, 1948 





houses far better than those they left. 
Also, they now farm more productive, 
more easily worked land. Those who 
owned land have been provided with 
homesteads of about 20 acres. 

We called on Halina Matuscewski, 
whose husband used to farm land near 
Lwow. Last year, she said, they raised 
just enough to eat and to build up their 
stock to five cows and two horses. This 
year things are easier and they are selling 
to the co-operative. She also sends her 
son to Wroclaw to sell milk and eggs to 
the same family they had served in Lwow, 
for Lwow has moved, lock, stock and 
barrel, to Wroclaw, so that its inhabitants 
patronize the same cafes, the same milli- 
ners, watch the same actors and attend 
university courses by the same pfofessors 
as they did in Lwow. 

The farmers are proud of their achieve- 
ments and say they are too busy to 
worry much about the international situ- 
ation. 

“Do you fear the Germans might come 
back?” I asked one farmer. 

“We don’t even dream of it,” he an- 
swered. A. R. P. 


A farmers’ paradise 
in fertile Costa Rica 


SAN JOSE, COSTA RICA 

OSTA RICA CALLS ITSELF the land of 
C eternal spring. That’s one reason 
why residents of the United States, es- 
pecially those who are farm minded, find 
it a good place to come to when they 
reach the autumn of life. 

There is the case of a U. S. citizen who 
was manager of one of the biggest com- 
panies operating in Latin America. He 
spends part of his time in the United 
States with his children, but, when he 
wants to relax in a bland climate, he 
comes to his suburban home near San 
José or to his farm near Santa Ana. 

Europeans, too, like it here. For in- 
stance, there’s a German count running a 
dairy farm on the slopes of Irazu volcano. 
He has put up with some inconveniences, 
such as sending the milk part way to 
market by muleback, but he is happy, 
and he is making money. 

It is easy to see why the climate at- 
tracts people to Costa Rica. Here in the 
Meseta Central, or Central Plateau, the 
altitude ranges from 3,000 to 5,000 feet. 
The weather is never hot and it is never 
cold. And there are attractions other 
than the climate for those who want to 
farm. 

The soil is productive, wherever it 
hasn’t washed away because of misman- 
agement. The earth is black and rich. 
Plants thrive in it. And it seems as if 
everything that grows puts forth a pro- 
fusion of brilliant flowers. 

Farm hands get about 60 cents a day. 


Bosses get about $1 a day, with their 
houses and garden plots thrown in. Most 
of the farm workers aren’t familiar with 
modern methods, and they have to be 
bossed closely, but they can be trained. 

The crop that is grown most widely 
here is coffee. The trees bear heavily in 
good years, and the product usually is of 
superior quality. Coffee trees that were 
set out 50 years ago still are producing. 

Sugar cane also is a common crop. It 
usually is raised in small plots and har- 
vested by hand. The cane is processed 
in small mills scattered around the coun- 
try and all of the sugar is usually con- 
sumed inside Costa Rica. 

Some other crops offer a bigger chal- 
lenge, however. Take corn, for example. 
The price is high—about $4 a bushel. 
The country doesn’t produce enough of 
it to make all the tortillas that the people 
want. A yield of 20 bushels to the acre 
is considered good. A Costa Rican, who 
owns several farms, is confident some- 





body can make a fortune by raising the 
right kind of hybrid corn here. 

There’s a challenge, too, for those inter- 
ested in orchards. Tropical fruits raised 
here—bananas, oranges, papayas, pine- 
apples—are excellent. But there’s room 
for a lot of improvement in the temper- 
ate-zone fruits, such as apples. These 
fruits are grown locally now, but the 
quality generally is not good and the 
yield is low. Result is that Costa Rica 
now ships in a lot of temperate-zone fruits 
from the United States and Chile. 

U.S. residents who settle down here 
find other conditions that are agreeable. 
The people are pleasant. Literacy is 
higher than in any other Latin-American 
republic, except possibly Argentina. 
There are half a dozen big bookstores on 
one street in San José. The city has its 
own opera company and symphony or- 
chestra, and most of the towns have con- 
cert bands. 

So it’s easy for a visitor to see why 
U. S. citizens like to settle down in Costa 
Rica. Cie: 
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Whispers. 


Senator Wiley to Federal Bench? . . . A New ‘Tito’ 
In Poland . . . Communist Drive in African Colonies — 


Democratic Party leaders are increas- 
ingly worried over the lack of large 
campaign contributions. They now 
are preparing a nation-wide campaign 
to organize Truman-Barkley clubs to 
get small contributions from house- 
wives and wage earners. 


xk kk 


Mr. Truman is going to have a hard 
time pushing the cost-of-living issue 
in the campaign. While he _ talks 
against high prices, his Department 
of Agriculture is obliged to keep food 
prices from falling below support- 
price levels. The support prices for 
farm products go up automatically as 
prices rise for industrial goods. 


ee an 


Attorney General Tom Clark is ex- 
pected to announce a new antitrust 
campaign about the time that the 
election campaign reaches its peak. 
A hush-hush meeting of Justice De- 
partment field officers has been called 
for September 24 and 25, when new 
antitrust procedures are to be pre- 
sented. 


xk kk 


New Dealers who have drifted away 
from President Truman will be back 
in the Democratic fold before election. 
Americans for Democratic Action, led 
by former New Dealers, is expected to 
endorse Mr. Truman. 


x wk 


Senator Alexander Wiley has the in- 
side track to a vacancy on the U.S. 
Circuit Court of Appeals in Chicago 
if Governor Thomas E. Dewey wins 
the election. The Wisconsin Republi- 
can now is chairman of the Senate 
Judiciary Committee. 


xk kk 


Young Republican Senators are an- 
gling for places in the important Sen- 
ate Foreign Relations Committee. 
Two vacancies on this Committee are 
being created by the retirement of 
Senators Capper of Kansas and White 
of Maine. If Senator Wiley accepts a 
judicial appointment, a third vacancy 
will be created. 
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Senator Vandenberg will try to make 
sure that Republican campaign speak- 
ers do not endanger the bipartisan for- 
eign policy in the coming campaign. 
The Michigan Senator is the architect 
of this policy and wants to continue 
it after election. 


xk *& 


The Dean of Canterbury was refused 
a visa to visit America partly because 
State Department officials did not 
want to give Congress any more am- 
munition for charges that the Admin- 
istration is too lenient in handling 
Communists and fellow travelers. 


kkk 


Military budget estimates for the next 
fiscal year already are surpassing the 
highest figures set for this year. Early 
indications are that the Military 
Establishment will ask for as much as 
$20,000,000,000. Military planners, of 
course, expect this figure to be 
trimmed somewhat by Congress. 


kkk 


United States delegates to the United 
Nations. Assembly at Paris plan to 
propose that no nation be required to 
pay more than 25 per cent of the U. N. 
annual budget. U.S. this year is pay- 
ing 39 per cent of U.N. costs. The 
proposal, however, is expected to be 
voted down because the U.N., located 
in New York, needs dollars. Other 
countries can ill afford to dig up those 
dollars to defray costs. 


xk * 


Paul Hoffman, Marshal Plan Admin- 
istrator, is relying on U.S. labor lead- 
ers to persuade British unions to con- 
sent to higher productivity in British 
factories. The hope is to convince 
British unions that they can benefit by 
improving man-hour output. British 
laborers don’t seem to listen to the 
same arguments from British factory 
managers and Government officials. 


xx * 


Defense Secretary James Forrestal, 
while he was in Ottawa, talked up the 
idea of keeping Canadian munitions 
industries in large-scale production. 


The purpose is to supply Canad; 
arms to Western Europe, but 

finance their production and sale pj} 
U.S. dollars. 


x & ® 


Irish Prime Minister John Costell 
visit to the United States is reviyiy 
rumors abroad that the U.S. is mak 
ing progress in efforts to get Eire ¢ 
pool her naval bases as part of ade 
fense system for Western Europe, 


xkkek 


Scandinavian countries are unde 
diplomatic pressure from the U.§ 
to alter their traditional neutrality 
toward this country and Russia. U, 

military strategists are eager to get ait 
facilities in Scandinavia, on Russias 
flank. 


x * *& 


Admiral Richard Conolly, one of the 
Navy’s three top fleet commanders, 
was on hand for more than a courtesy 
call when U.S. ships visited India 
recently. The Navy really wanted a 
close-up study of conditions in the 
Indian Ocean because of Communist) 
disorders in Malaya and Burma. 


xk 


Communists give signs of trying to 
stir up the same kind of trouble in’ 
African colonies that they have been 
engineering in Asia. Propaganda 
broadcasts denounce British treat: 
ment of African natives and encout- 
age nationalist movements in the 
colonies. The party line is to regard 
colonies as the “rear of the capitalist 
camp.” 


xx 


Premier Stalin is finding difficulties 
in Poland before even he manages t0 
clear up his troubles with Marshal 
Tito in Yugoslavia. Hilary Minc, boss 
of Polish economic recovery, shows 
signs of defying Cominform orders t 
speed up collectivization. He is saying 
openly that things have to be doné 
differently in Poland, regardless of 
what the Cominform thinks. Thats 
the kind of talk that got Tito into 
trouble. ; 
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